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3. Reel Samples 


LJ Festoon-dried paper 
C) Calender test runs 
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1. Metal or Patent Base 
LC) Bed of a printing press 
(> Metallic filler in paper 
CL A device for mounting printing plates 
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Test your word knowledge 


of Paper and Printing 


2. Acid Blast 


(J A process for etching halftones 
C) An unfairly competitive brochure 
C A method of coating paper 





4. Beater Loading 


LJ Overloading copy with heavy selling 

LC Filling the beater with ingredients for 
CJ Test samples of paper taken during 
CJ Too much beating in lock-up 


making paper 





ANSWERS 


] Metal or Patent Base is a spe- 

cial device for mounting printing 
plates which makes precision print- 
ing easier. Another important factor 
in precision printing is the use of 
uniform, fine quality Levelcoat* 
Printing Papers. 

Acid Blast is a process for etch- 

ing halftones. A good way to re- 
produce halftones with all their 
beauty, strength, and subtlety intact 
is to print with clean, bright Level- 
coat paper — a distinctive medium 
for more effective advertising. 


3 Reel Samples are test samples 
of paper taken from the reel dur- 
ing manufacture. They’re especially 
important at Kimberly-Clark where 
reel samples, constantly taken for 
laboratory tests, keep close check on 
Levelcoat quality. 
4 Beater Loading is the filling of 
the beater with ingredients for 
making paper. In loading the beaters 
for Levelcoat, close adherence to a 
strict formula produces a_ paper 
which is dependable in quality from 
ream to ream, from run to run. 
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If our distributors cannot sup- 
ply your immediate needs, we 
solicit your patience. There will 
be ample Levelcoat Printing 
Papers for your requirements 
when our plans for increased 
production can be realized. 


KIMBERLY-CLARK CORPORATION 


NEENAH, WISCONSIN 
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Auto-Railer is a registered trade mark of Evans Products Co. 


New kind of fire rides on 
rails or roads 


LD railroad hands thought they 
were seeing double when this 
vehicle first drove down the highway, 
turned onto the railroad tracks and 
kept right on going. This new Evans 
Auto-Railer unit is equally at home 
on the rails or on the highway. 
Before the vehicle made its first 
train trip, many problems had to be 
solved. Important among them was 
this: how and where to get tires that 
would do a regular highway trucking 
job, yet would stand the gaff of rid- 
ing steel rails. No such tire existed. 
So designers put it up to B. F. Good- 
tich, The tire you see above is the 
answer, 


It has an extra-strong body to carry 


heavy loads. It has a special tread de- 
sign that gives unusual tractive and 
braking ability in all kinds of weather. 
In fact, these tires are more than 314 
times as effective on rails as steel 
wheels under like conditions. 

With the tire problem solved, Auto- 
Railers go most anywhere — cross 
country to pick up supplies, down the 
tails to deliver them. Even small 
locomotives have been built on this 
principle. Savings to railroads are tre- 
mendous. One vehicle and one crew 
often do the work required of rail 
equipment and a truck — two crews. 

This development of a special tire 
for a special purpose is typical of 
B.F.Goodrich research. For B.F. 


Goodrich engineers have developed 
tires for many special uses—from coal 
mines to oil fields, from logging camps 
to powder plants. They've brought 
about constant improvement in tires 
for everyday jobs, too, on trucks, cars, 
airplanes, and farm equipment. When 
you buy from the B.F.Goodrich 
dealer, you are assured of tires backed 
by this policy of constant improve- 
ment. The B.F.Goodrich Company, 
Akron, Ohio. 


Tuck Ties 
B.F. Goodrich 











Supply outlook. General easing of 
shortages for both producers’ and con- 
sumers’ supplies is indicated by a Com- 
merce Department analysis. The analysis 
also points to a year of high production 
for most lines of goods. 

Shortages are expected to persist through 
the year for cooking oils, plastics, paper, 
plumbing and heating equipment, copper, 
lead and tin. Demand for aluminum is 
expected to exceed supply through most 
of 1947, but steel is expected to be ade- 
quate later in the year. 

Increasing supplies are indicated for elec- 
trical appliances, cotton goods, lumber, 
paints and varnishes, furniture, silk and 
wool. High production is anticipated for 
the automobile, machinery and railroad- 
equipment industries. 


Housing. Changes were announced in 
Federal Housing Administration policies 
to speed up rental-housing construction. 
Simplified methods of estimating costs will 
reduce time required to process applica- 
tions for insured financing. Application 
forms, preliminary drawings and exhibits 
are being simplified and some procedures 
eliminated to save time. Provision is being 
made for rewriting mortgage terms in cases 
of decreased earnings to protect the mar- 
ket position of projects built in the present 
high-cost period. 

Housing construction in the first 11 
months of 1946 was summarized as fol- 
lows: 946,000 housing units of all types 
were put under construction, and com- 
pleted homes totaled 584,300, including 
395,800 new permanent homes and apart- 
ments. 


Rent control. Daily rates charged for 
transient rooms in hotels and motor courts 
were freed of rent control as of next 
February 15. Office of Temporary Con- 
trols said the decontrol order applies only 


The March of the News 





to rooms rented on a day-to-day basis 
by landlords who list with the Office of 
Price Administration the specific rooms 
that, after February 15, will be avail- 
able to weekly or monthly guests. Rates 
charged for rooms occupied on a con- 
tinuous basis are not decontrolled, OTC 
emphasized. 


Airports. The 1947 federal airport-aid 
program was announced by Civil Aeronau- 
tics Administration. The Federal Govern- 
ment will spend $33,899,265, with State and 
local governments contributing $37,692,600 
more, for building 378 new airports and 
improving 412 existing airports. Every 
State and territory has scheduled one or 
more projects except Alabama, District of 
Columbia and Puerto Rico. 


Public works. Federal Works Agency 
reported to Congress on public-works pro- 
grams. In the 12 months ended last June, 
only 2,964 miles of federal-aid highways 
were completed, less than in any war 
year and about 10,000 miles less than in 
1941. Plans are complete for $3,200,000,000 
worth of State and local public works. 
FWA advised Congress that this repre- 
sents a backlog of work too small to meet 
any widespread unemployment problem. 
Without new congressional action, there 
will be no provision for federal aid to 
State and local units in planning public 
works after June 30, 1947. 


Officer training. Summer camps for 
students in the Reserve Officer Training 
Corps will be resumed next summer. War 
Department said plans call for a training 
period lasting at least six weeks. Third 
and fourth-year college students taking 
senior Reserve Officers Training Corps 
courses must attend at least one camp. 
They are paid $75 a month plus 5 cents a 
mile travel pay. 
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What's for dinner, Duchess? 


Prediction:. The wives of 1947 will 
have more fun in the kitchen. 


Previous cooking experience is de- 
sirable, perhaps, but not essential. 
There are so many new easy-to-use 
foods, so many new ways to prepare 
foods, cooking will be a novel and 
exciting adventure. 


Further prediction: Cheese dishes 
will be featured more often on their 
menus. They'll know that cheese 
gives tastiness and variety to meals. 
And cheese, like milk (nature’s most 
nearly perfect food), is rich in pro- 
tein, calcium, phosphorus, in vita- 
mins A and G. 

Yes, we have a personal interest 
in cheese. For Kraft, pioneer in 


cheese-making, is a unit of National 
Dairy. And what we’ve said about 
housewives using more cheese is 
entirely true. 


It’s also true that they’re learn- 
ing more about the whys and 
wherefores of food each year — 
just as the scientists in our labora- 
tories are learning more about 
better ways to process, improve and 
supply it. 

These men are backed by the 
resources of a great organization. 
They explore every field of dairy 
products, discover new ones. And 
the health of America benefits 
constantly by this National Dairy 
research. 


Dedicated to the wider use and 
better understanding of dairy prod- 
ucts as human food ... as a base for 
the development of new products 
and materials . . . as a source of 
health and enduring progress on the 
farms and in the towns and cities 
of America. 








NATIONAL DAIRY 
PRODUCTS CORPORATION 
AND AFFILIATED COMPANIES 


























: FROM THE | A 
| | snows | Tomorrow | wx« 
CAPITAL noe U8. Pat. OF AHEAD 























24th and N Streets, N.W. 


Newserelm Washington, D. C. 


Reg. U.S. Pat. Off 


These things seem most probable now that the cards are on the table: 
Budget of $37,500,000,000 offered by Mr. Truman will be cut by Congress. 
Taxes then will be reduced on 1947 individual incomes. 
A 10 to 20 per cent tax cut is likely, with odds on 15 per cent. 
“a A flat percentage reduction is more probable than graded reduction, than 
some plan that would favor the lower-income groups most. 

A veto, if used to stop a tax cut, may be overridden. 

Tax cutting and budget cutting are unlikely to stop a business shakeout 
later in 1947, but can be factors in encouraging a quick recovery. 
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Two philosophies are clashing over the budget-tax issue. 

Mr. Truman sees salvation through more good things for the masses, through 
more social security, tax cuts mainly for low incomes, Government investment. 

Congress looks for salvation through private venturing, through private in- 
vestment stimulated by tax cuts that encourage the man who will venture. 

Two periods dominate the thinking of the two schools of thought. 

The 1920s are in the minds of Republicans, who remember how tax reductions 
then were followed by rising private-credit expansion, rising investment and 
rising tax returns that permitted sizable reductions in Government debt. 

The 1930s are in the minds of the White House group, who remember how the 
emphasis was upon Government investment, upon spending by Government to add to 
purchasing power of the masses as a means of promoting higher activity. 
| The President wants to keep the Government's role in business high. 

Republicans want to shrink the Government's role drastically, to try to 
encourage a great expansion of the role of private activity and investment. 

At present, one out of every four dollars involved in all transactions in 
U.S. is a Government dollar. As Government dollars shrink in numbers for any 
reason, private dollars must move in to take their place or the price level may 
give way and activity may slow to a degree. 








In the end, a mixture of the two viewpoints will prevail. 
nd Spending by Government will remain high, despite Republican trimming. 

Taxes will be reduced substantially on higher incomes. 

Private investment will expand greatly to provide houses, new machinery, 
new office buildings, all of the things people are just waiting to get. 
of Masses of the people will enjoy higher living standards as output rises, as 
production efficiency goes up and prices adjust downward. 

Role of Government never will shrink back to the scope of the 1920s. 

Mr. Truman's New Deal is outlined for you in detail on page ll. 








- At its cheapest in postwar, Federal Government will cost $25,000,000,000. 
It probably will cost somewhat more than that after all of the cuts. 

Timetable of budget cutting is likely to be about like this..... 

In year starting next July, Mr. Truman's $37,500,000,000 budget is likely 
to be whittled by Congress to $34,000,000,000. That's the plan. 

In year starting July 1, 1948, a cut to $28,000,000,000 may be made. 
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NEWSGRAM--TOMORROW-- (Continued) 


In year starting July 1, 1949, a cut may be made to $25,000,000,000. 

That's still nearly 3 times as large as an average New Deal budget. It sug- 
gests that taxes of the future, at best, will be high relative to prewar. It 
also suggests that the flow of Government dollars will continue to be the big- 
gest single factor influencing the country's economy. Furthermore, a high level 
of business activity will be needed if taxes are to be reduced sharply at the 
same time that a $260,000,000,000 debt is being reduced. 


It's becoming clear that the dilemma war left is this: 

If taxes are not reduced drastically, there is a restraint upon business 
and individual initiative, a brake because chance of reward is lowered. 

Yet, if taxes are reduced drastically, debt is not reduced much, a budget 
balance is made uncertain with any disturbance to business, and uncertainties 
over Government finance are a hampering factor. 

The one near certainty is that Big Government is on the job to stay. 





U.S. won't take an imperialist tack with a general as Secretary of State. 

The military isn't moving into control of U.S. 

Generals and admirals are rising more and more to key positions, are now 
getting near top positions of power in this Government. 

A general may yet be nominated for President by one or both parties. 

- Even so, the drift isn't necessarily a drift to military men as such. 

Top military leaders in U.S. today primarily are political leaders, men who 
know more about political issues, about human nature, about how the world is run 
and how to get things from Congress than about gunpower or shellfire. 

War brought to the top and gave stending to military men as leaders in deal- 
ing with political issues as well as in dealing with armies. The role of gen- 
erals and admirals as White House advisers and diplomats never was so great. 

The military mind, as the military men see it, is a mind not very different 
from the political mind where the military mind has had to be schooled in the 
problems of politics in all phases but those of office seeking. 











With General Marshall in charge of U.S. foreign relations: 

Russia will find the General coldly realistic in dealing with issues that 
arise. Russian leaders know and respect the new State Secretary. 

China will get little more U.S. help unless she straightens out. 

A Hemisphere-defense agreement probably will be pushed to a conclusion, 
even if that involves composing differences with Argentina. 

Germany will get little sympathy in U.S. policy. 

Great Britain will find that U.S. expects a continued alignment of U.S.= 
British policy in reaching objectives that this country regards as essential. 

General Marshall, out of long experience, is keenly aware of the part that 
military power and position plays in the ordering of the world, and he will not 
be inclined to overplay his hand when not in a position to Support whatever stand 
is taken. You get this story on pages 16 and 50. 








Great Britain is unlikely to shift position away from U.S. toward Russia. 

British gestures toward Russia are aimed at better understanding, but not 
at an alignment that necessarily involves coolness to U.S. objectives. 

U.S. is interested in close military understanding with Britain. 

The British, without U.S. support, are regarded as in a position that is 
hopelessly indefensible in case of any future war. The British Isles are an 
almost ideal target for guided missiles and aircraft. 

There are indications that some British leaders are not happy about the 
firm line that U.S. follows in relations with Russia, but a major British shift 
of direction away from U.S. seems very unlikely at this stage. 








See also pages 13, 18, 39; 61. 
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One of the largest fleets of motor 
vehicles in the world is owned by 
America’s telephone companies. 


aes used to thinking of a telephone call as a matter 
of wires and cables and switchboards. But did you 
ever consider how many cars, trucks, and trailers go 
into each call? Day and night, in all kinds of weather, 
gasoline motor vehicles are helping to maintain tele- 
phone lines, carrying repair crews, hauling telephone 
poles and other equipment. 

Thus, each improvement in gasoline transportation 
has helped to improve telephone service—a service which 
today is the best in the world, in spite of current shortage 
conditions. 

Improvements in gasoline during the past twenty 
years have been frequent. As refiners developed new re- 
fining processes and made greater use of Ethyl brand 
antiknock compound, the octane rating of gasoline has 
steadily climbed. Better gasoline, in turn, has made 
possible better engines—more efficient and economical 
gasoline transportation. 

This trend to improved fuels and better engines has 
by no means reached its end. As current ‘‘reconversion”’ 












Your telephone call rides on gasoline 


difficulties are overcome, petroleum refiners look forward 
to gasoline better than anything ever marketed in the 
past. Automotive engineers look forward to producing 
engines to utilize the future gasoline. And we of Ethyl 
are already cooperating with both the automotive and 
petroleum industries in solving the technical problems 
of advanced gasoline power. Ethyl Corporation, Chrysler 
Building, New York 17, N. Y. 


More power from every gallon 


of gasoline through 


ETHYL 


Research - Service - Products 
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Advertisement 


WALL STREET 


GULLIVER’S TRAVELS 


(Industry Division) 

Typical U. S. investor Jones (pseud.) 
made a tour of a large steel corporation 
some weeks ago; he soon felt like a 
Gulliver in Brobdingnag. The trek grew 
out of an after-dinner conversation with 
the vice president of the company in 
which average investor Jones is a sub- 
stantial stockholder. Admitting he knew 
little of the complicated manufacture 
of steel, he accepted a friendly invita- 
tion to find out something about it. 
Wheels Within Wheels: At the plant, 
explorer Jones soon found the steel busi- 
ness was made up of wheels within 
wheels . . . viewed operations ranging 
from the processing of ore and scrap 
metal to the charging of giant open- 
hearth furnaces. Elsewhere he was ini- 
tiated into such mysteries as hot ma- 
chine scarfing (burning out blemishes 
in billets before they are rolled into 
sheet steel). Typical investor Jones’ 
reaction was ‘Now, at least, I know 
something about the company I’ve in- 
vested in.” 


Other Investors... Please Note 
Investors who have time or oppor- 
tunity to investigate the internal oper- 
ation of the companies in which they 
have invested number only a handful. 
However, all can, and should, make cer- 
tain they obtain basic facts so valuable 
in reaching sound investment decisions. 











Facts vs. Facts: Obtaining and weigh- 
ing the necessary information need not 
be too difficult a task. For example, the 
nationwide investment firm of Merrill 
Lynch, Pierce, Fenner & Beane issues 
periodic analyses of stocks attracting 
current investor interest. As factual as 
the firm’s Research Department can 
make them, the “Basic ANALYSES’ set 
forth, impartially, each company’s basic 
position, operating records for recent 
years, financial position, future pros- 
pects, and other pertinent facts. Readers 
will find the current list varied, helpful. 
The list: 


ANACONDA COPPER 
CELANESE Corp. 
Coca-Cota CoMPANYy 
COMMERCIAL SOLVENTS 
CurtTIS PUBLISHING 
Etectric Pow. & Lt. 
GENERAL Foops 
GENERAL Motors 
InT’L NICKEL OF CANADA UNITED Gas Imp. 
IRVING TRUST WaLwortTH Co. 
Lippy, McNemt & Lissy F.W.WootwortH 


Ox10 O11 Co. 
PacKarD Motors 
PHELPS DoDGE 
Pustic Serv. N. J. 
PuLi_MaN, INc. 
REPUBLIC STEEL 
ScCHENLEY Dist. 
Texas GuLF SUL. 


* Just indicate which of the “Basic ANALYSES” you 
wish to receive. They will be sent without cost or 
obligation, Address your request to Department“‘USN”’, 
Merrill Lynch, Pierce, Fenner & Beane, 70 Pine Street, 
New York 5, N. Y. 
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What you as a businessman CAN and CANNOT « 


as a result of federal court 
YOU CANNOT any longer get priori- 


ties assistance in obtaining scarce mate- 
rials and equipment, except in a few cases. 
The Office of Temporary Controls sharply 
curtails this Civilian Production Adminis- 
tration program for breaking bottlenecks. 
Outstanding CC ratings still are valid, but 
new ratings will be issued only in connec- 
tion with certain military orders, utilities 
and emergency health services, and the 
housing program. Special priorities as- 
sistance to small businessmen and _ vet- 
erans also is discontinued. 


* * * 


YOU CAN, as a small businessman, 
still obtain priority in buying surplus 
Government property through the Recon- 
struction Finance Corp. The Attorney 
General rules that this priority right of 
small businessmen did not expire Decem- 
ber 31, as some had thought. 


* * * 


YOU CAN possibly obtain Jead from 
Government stockpiles. RFC’s Office of 
Metal Reserve is selling a limited amount 
of its lead reserve during the remainder 
of January. Requests to buy the metal 
must be filed with the Civilian Production 
Administration. 


* 2 @ 


YOU CANNOT fail to pay a reinstated 
veteran the higher piece rate that he 
would have earned if he had not gone into 
service, if he was receiving piece-rate pay 
when he left. A federal district court de- 
cides that one veteran, a pants presser, 
was entitled to the higher current piece 
rate, rather than the straight wage that 
his employer wanted to pay. 


* * * 


YOU CANNOT expect to avoid paying 
a penalty for failure to file an excess- 
profits tax return on the ground that 
your corporation’s regular income tax re- 
turn showed an operating loss for the year 
involved. A circuit court of appeals holds 
that in one case, where disallowed deduc- 
tions resulted in a corporation having a 
profit instead of an expected operating 
loss, the company was liable for a 25 per 
cent penalty for failure to file the excess- 
profits tax return. 


* * * 


YOU CAN export tires and inner tubes 
for trucks and busses without regard to 
previous export controls. These restric- 











and administrative decisions} \ 
iT 


tions are removed by the Department ¢ 
Commerce’s Office of International Trad 
Export controls are continued, howeye, 
for passenger-car tires. | 





* * * 


YOU CANNOT avoid paying a Stat 
franchise tax on your corporation, whic 
operates in one State but is incorporate 
in another, even though the franchise ta 
is measured in part by the corporation; 
sales to out-of-State buyers of goods de. 
livered directly from a plant within the 
taxing State. The U.S. Supreme Coun 
upholds the validity of such a franchig 
tax on manufacturing, levied by the State 


of Ohio. 
* * * 


YOU CANNOT, as a fixed-price Goy. 
ernment contractor, expect price relief be. 
cause your suppliers’ prices were substan. 
tially increased after removal of OP4 
price ceilings. The Comptroller General 
denies the appeals of two contractors who 
sought relief on this ground. 


* * * 


YOU CAN prebably get a faster report 
from the Department of Commerce ona 
request for a special study or compilation 
of data. The Department announces that 
it is speeding up administrative procedure 
on these reports requested by busines 
firms and individuals. The cost of the 
domestic and foreign studies is paid by 
those making the requests. 





* * * 


YOU CANNOT expect the courts t 
reverse a Federal Reserve System ordet 
removing you as a director of a member 
bank if you are employed by a securities 
company engaged primarily in the unde: 
writing business. The Supreme Court up 
holds the right of the FRS Board of Gov- 
ernors to order such removals. 


* * * 


YOU CAN probably take an income ta 
deduction for legal fees and expenses pal 
in defending your right to a partnershipi 
terest where a suit is instituted for a 
accounting of the partnership. A cir 
court of appeals holds in one case that sudh 
expenditures are deductible as ordinary 
and necessary business expenses paid il 
carrying on a trade or business. The cout 
rejects the argument that the expenss 
were capital expenditures in defense of titk 
to property. 





Conclusions expressed in these paragraphs are based upon decisions and rulings 
courts and Government bureaus. In making their decisions, courts and bureaus consid 
many facts which, for reasons of space, cannot be set forth in detail. Tae Unrrep Stat 
News, on written request, will refer interested readers to sources of this basic materi. 
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FIFTY NEW IMPROVEMENTS put the thrifty Plymouth out ahead of the low-priced field. Some add to your safety— 
others to your car’s beauty, performance, economy. Engineering refinements make each start so quiet, response 
so obedient, control so easy that hills are no hills, trafic is hardly traffic. We styled this Plymouth, designed it, 


built it to be in advance of any other car in its price class. Isn’t a car like this the one you're looking for? 
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ADVANCED SAFETY? PLYMOUTH HAS IT! New Safe-Guard Hydraulic ADVANCED PERFORMANCE? PLYMOUTH HAS IT! Every new Plymouth 


high compression engine. Plymouth engi- 


Brakes give you lightfoot operation, smoother, quicker stops, a third 
more braking power. In case of tire failure, Safety-Rim Wheels hold tire 
and tube in place for a safe, straight stop. Safety-Styled Concealed 
Running Boards do away with hazards of raised sills, snow and ice. 


Every peatine tells the Stow ——- 


You can’t mistake Plymouth’s beauty of sweeping 
is one of easy-to-live-with luxury 
. attractive, harmonizing appointments. . 
about everything for your comfort and convenience. PLYMOUTH Division of CHRYSLER CORPORATION 


ADVANCED STYLING? PLYMOUTH HAS IT! 
lines and brilliant color.. And the “inside story” 
chair-height seats ...custom-tailored upholstery. . 


has the same high powered, 
neering squeezes more power from each drop of gasoline. There’s faster 
pick-up with new Lightweight Aluminum Pistons. New ignition system 
automatically adjusts spark for knock-free driving under all conditions. 
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One Purchase Agreement — for all your 
plants, wherever located — is more economical, 
more efficient through centralized control of 
purchasing. 


Insuring you uniform quality lubricants and 
fuels, and so, uniform performance and full oper- 
ating efficiency from all your equipment plus... 


The Texas Company 


Every pin an immediate source of 
supply for quality lubricants and fuels 


More than 2300 Wholesale Supply Points 


to serve all your plants wherever located 


The services of skilled Texaco Lubrication 
Engineers to cooperate in increasing output, 
reducing costs. 


Telephone the nearest of Texaco’s more than 
2300 Wholesale Supply Points — or write to 
The Texas Company, 135 East 42nd Street, New 
York 17, New York. 
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ISSUES BEFORE THE CONGRESS: 
TRUMAN PLAN FOR PROSPERITY 


Outlook for White House-Capitol Split on Economic Program 


Hurdles ahead for tax, 
wage, works, housing and 
Social Security proposals 


A broadened New Deal is offered to 
Congress by the White House as a means 
of avoiding or cushioning a business ad- 
justment now officially forecast. 

President Truman’s new Council of Eco- 
nomic Advisers sees trouble ahead. The 
conclusions of this Council are before Con- 
gress in the form of a first economic report 
from the President. Recommended reme- 
dies for the indicated trouble follow closely 
the New Deal pattern. 

A New Deal for agriculture, with trim- 
mings, is expected to come back with a 
rush after crops are harvested in 1947. A 
revived New Deal for business and finance, 
however, is viewed coldly by Congress. 

The trouble ahead, as the President’s 
Economic Advisers see it, is due to these 
factors: 

Output of goods in 1947, on a volume 
basis, would be about 5 per cent above 
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1946 if maximum employment continues. 
In 1946, goods and services were pro- 
duced at record levels in most lines. 
Consumers spent $127,000,000,000, against 
$61,700,000,000 in 1939. Investments in 
inventory, plant and equipment and 
in residential housing amounted to 
$27,000,000,000, against $9,900,000,000 in 
1939. Net exports amounted to $5,000,- 
000,000, against a pre-war figure of 
$1,000,000,000. 

Price rises, however, are limiting the 
ability of consumers to buy goods at a 
time when output: is rising. The weekly 
take-home pay of the average factory 
worker was $46 in October, 1946, but it 
bought only as much as the $35 he re- 
ceived in April, 1942. As much as $6,000,- 
000,000 would have to be invested in hous- 
ing in 1947 to equal the construction that 
$3,333,000,000 bought in 1946. 

This is an indication that consumers are 
not in a position to absorb increasing 
amounts of every variety of goods. If they 
buy more of one thing, they may have to 
buy much less of another item. 





NATORRS, 


Hl PROBES 
—Alexander in Philadelphia Evening Bulletin 


THE STATE OF THE UNION 
. -. presidential prescriptions may be shelved by Congress 


In looking for other sources of demand, 
the Advisers are not hopeful. 

Savings are regarded as an unsafe bet 
for added consumer spending. The report 
states that the rate of current savings now 
is as low as it can be expected to go, and 
that past savings probably already have 
been used by most families. 

Installment buying is viewed as a 
dangerous remedy. The President tells 
Congress that “undue extension of deficit 
financing on the part of millions of Ameri- 
can families can gravely hurt our business 
system and lead in the end to deficit financ- 
ing by the Government.” 

Investment in industrial plant, com- 
mercial building and residential construc- 
tion is threatened by high prices and the 
prospect-of a drop in consumer demand. 
Moreover, the rate of investment in plant 
and equipment already is far above any 
previous peacetime levels. 

Inventory building is another source of 
demand, but the Advisers note that in- 
ventories will become more stable as price 
and supply uncertainties diminish, and 
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that, in this field, business buying is likely 
to decline rather than increase. 

Foreign sales are regarded as another 
possible cushion, but no increase above 
the present rate of foreign buying—$15,- 
000,000,000 a year—is expected. 

The country thus is found to be in a 
condition that requires increased buying 
at a time when sources of demand are 
either static or drying up. Coinciding with 
this drop in spending is an officially esti- 
mated decline of approximately $6,000,- 
000,000 in Government payments to the 
public. That is another cloud on the out- 
look. (See page 39.) 

The reinedies offered by President 
Truman, on the basis-of suggestions from 
his Economic Advisers, provide the out- 
line for another New Deal along familiar 
patterns. His suggestions, and treatment 
they are likely to receive, follow. (For 
text of recommendations, see page 65.) 

Price reductions on a voluntary basis 
are cited as the surest remedy. The pros- 
pect is*that prices will not fall until they 
are forced to fall by a withdrawal of de- 
mand. The Advisers indicate that, when 
this occurs, the correction may be too 
late to avoid a setback. 

Rent control beyond next June 30 is 
suggested as a protection for existing pur- 
chasing power. Congress is likely to modify 
rent control more than the White House 
would like. 

General wage increases are frowned 
upon, although increases for lower-paid 
workers are encouraged. This is in direct 
contrast to the President’s immediate post- 
war wage policy, when he urged increases 
to offset drops in hours of work. 

Higher minimum wages are recom- 
mended both as an offset to higher living 
cogs and as a means of increasing purchas- 
ing power. The President also would like 
to see the minimum-wage law applied to 
a larger number of workers. Congress is 
not expected to act on this proposal any 
time soon. 

Higher benefits are urged for persons 
receiving public assistance, as well as those 
receiving pensions under the old-age and 
survivors’ insurance systems. Congress has 
authorized a temporary boost in public- 
assistance payments. 

Health and disability insurance is pro- 
posed as an addition to the Social Security 
system that now offers retirement pensions 
and unemployment insurance. No action 
on health insurance is to be taken in 1947, 

Unemployment benefits also are down 
for an increase, in the President’s report. 
Congress has ignored this recommendation 
twice before. 

Tax policies urged by the President 
reveal his fundamental acceptance of the 
New Deal program, and point to the 
sharpest split likely to develop between the 
White House and Congress. The President 
opposes any tax cuts this year while Con- 
gress is almost certain to offer some tax 
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relief, but this is only the beginning of the 
dispute. 

Tax cuts, when they come, would favor 
low-income groups if the President’s pro- 
gram is followed. That is the New Deal 
tax policy of stimulating purchasing power 
as a means of getting production and of 
taxing the rich to discourage “oversaving.” 
Republicans, on the other hand, would 
favor lower taxes on the wealthier groups, 
as an incentive to investment and produc- 
tion, which, in turn, would support mass 
purchasing power. 

Financing of Social Security offers an- 
other example of this fundamental split. 
The President suggests that general federal 
revenues be used as well as pay-roll taxes 
to support expanded Social Security. That 
means that all taxpayers would be called 
upon to support the aged and the dis- 
tressed. It is the “mass purchasing power” 
support in another guise. 

Conservative tax policy would have 
Social Security beneficiaries pay their own 
way through direct taxes on employers and 
workers. That was the policy originally 
adopted as a means of getting a self-sus- 
taining program and of restricting pleas 
for large Government handouts. 

Other New Deal remedies prescribed 
by the White House would put the Gov- 
ernment into permanent economic opera- 
tions. 

Public works are rejected as a method 
of stopping or battling depressions, but 
they are proposed as a permanent, long- 
range program for national improvement. 
Projects suggested include highway build- 
ing, airport development, public power 
development and flood control. The sug- 


gestion is made that a long-range public. 
works program would itself tend to s‘abj- 
lize -business conditions by assuring a 
steady demand for capital and for materials 
and equipment. 

Regional development fits closely into 
the President’s public-works program. Un- 
der this program would fall such New Deal 
proposals as the St. Lawrence Waterway 
and the Missouri Valley development, re- 
forestation, irrigation and_ reclamation 
projects. Also suggested are an end to dis- 
criminatory freight rates for the West and 
South, and removal of State barriers to 
truck transportation. 

Housing is singled out as a long-range 
program that needs immediate adoption, 
Senator Taft (Rep.) , of Ohio, is sponsoring 
a housing plan acceptable to the President, 
but other Congressmen are cool to the idea, 
Action is improbable. 

Free school lunches, plus an expanded 
food-stamp plan, also are suggested as a 
social-welfare measure and as an aid to 
farmers. The school-lunch program is au- 
thorized, but the food-stamp plan, ex- 
tended to give a minimum diet to every 
family, will be postponed until farm sur- 
pluses again become a problem. The Presi- 
dent’s farm program also calls for price 
supports, soil-conservation payments, Gov- 
ernment marketing arrangements and other 
familiar New Deal devices. 

The first Economic Report from the 
White House, in fact, includes almost 
every New Deal device except make-work 
projects and deliberate deficit spending. 
The temper of the present Congress is a 
sign that the President’s prescription for 
national problems will be largely shelved. 
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The New Deal is dusted off... 


THE UNITED STATES NEWS 








The 


Conc 
over 
in a 


Cor 
its er 
machi 
fied. d 
Demo 
new s 
spots 
berg, 
W. M 
chairn 

Thi 
lation 
is faci 
dition: 
fronte 
will pt 
or no 
condit 
throug 
each | 

For 
new ( 
machi 
care. " 








JANU/ 





 ——— 


blie- 
abi- 
ig a 
rials 


into 
Un- 
Deal 
l way 
, Te- 
ition 
dis- 


and 





S 








The National Week 


SHIFT OF LEGISLATIVE CONTROL: 
NEW VIEWPOINTS IN CONGRESS 


More Importance for Fewer Committees as Republicans Take Over 


Concentration of power 
over Government spending 
in a handful of leaders 


Congress is being revamped throughout 
its entire structure. The inner working 
machinery is being overhauled and simpli- 
fied. And, in the switch of control from 
Democrats to Republicans, an entirely 
new set of men is taking over the key 
spots from President Arthur H. Vanden- 
berg, of the Senate, and Speaker Joseph 
W. Martin Jr., of the House, down to the 
chairman of the smallest committee. 

This means that every piece of legis- 
lation that goes before the 80th Congress 
is facing an entirely different set of con- 
ditions from those that would have con- 
fronted it in the 79th Congress. New men 
will put it into shape and will say whether 
or not it is to be enacted. These new 
conditions will determine its movements 
through every committee and through 
each house of Congress. 

For this reason, the make-up of the 
new Congress and its internal working 
machinery is being studied with increasing 
care. The individual views of the men on 
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the various committees will determine 
the legislative output of the 80th Congress. 
For legislation is shaped in committees. 
Only the finishing touches are applied on 
the floors of the two houses. 

Under the reorganization measure 
passed by the last Congress, the committee 
make-up is streamlined and simplified. A 
few committees are abolished. Others are 
lumped together. The number of Senate 
committees is reduced from 33 to 15, and 
the number of House committees from 48 
to 19. In many cases, this changes the 
route of legislation. 

A tighter liaison in legislative operations 
and between the taxing and appropriating 
groups ,of the two houses is being worked 
out, also, in accordance with the reorgani- 
zation measure. This is designed to trim 
down some of the duplicate work that has 
been done in the past and to add efficiency 
to budgetary processes of the Government. 

All of these changes are calculated to 
affect the legislative chances of every bill 
that comes before Congress. Many a pet 
local project may meet its death through 
the operations of the new budgetary setup. 
And the reduction in the number of com- 
mittees increases the importance of those 
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Fthat are left. It intensified the scramble 
of members for top spots on the newly or- 
ganized committees. And it is lending fresh 
interest to the personal views of the men 
in key spots on these committees. 

All of the plans affecting taxes, labor, 
appropriations, public works, health, pen- 
sions, housing, veterans, business and the 
farmer will be funneled through the new 
legislative mill. 

Legislative budget. Under the new 
system, 59 Republican members of Con- 
gress will make the final decision on how 
much money President Truman shall be 
allowed for operations of the federal de- 
partments during the next fiscal year. As 
a matter of actual practice, fewer than 20 
members of the two houses, who are re- 
garded as leaders of their respective com- 
mittees, will make the final decision. Most 
of the Republicans involved in the decision 
are conservative-minded. 

What happens is that Mr. Truman’s 
budget requests are put into the hands of 
102 members of the Senate and House 
Appropriations committees and the Senate 
and House Finance and Ways and Means 
committees, including minority Democrats, 
for a review and final determination of the 
amount of money that shall be given to the 
departments. These committees are to 
meet in joint session and go over the 
recommendations, trying to match tax 
revenues against spending. 

They will decide how much is to be 
spent. If it is less than the estimated in- 
come, a recommendation for a reduction 
of the public debt will be made. If more, 
a recommendation will be made for an 
increase in the debt. Along with the recom- 
mendation will come a resolution to bind 
Congress to the total budget fixed by the 
four committees. But in every issue that 
arises in the joint sessions of the commit- 
tees, the Republicans outnumber the 
Democrats and can outvote them. The 
Republicans will fix the figure. 

The net result will be that Mr. Truman 
stands to get several billion dollars less to 
spend than he is asking for. In the domi- 
nant spots on the four committees are 
Senators Styles Bridges, of New Hamp- 
shire, and Eugene D. Millikin, of Colorado, 
chiirmen of the Appropriations and Fi- 
nance committees, and Representatives 
John Taber, of New York, and Harold 
Knutson, of Minnesota, chairmen of the 
Appropriations and Ways and Means com- 
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mittees. Most of them long have been keen 
critics of Democratic spending. 

This decision, and the adoption by Con- 
gress of a resolution binding it to a tailor- 
ing of appropriation bills to fit inside the 
budget set, will tend to block off all sorts 
of extra spending items that usually have 
crowded through Congress in the past. It 
also will have a bearing upon Mr. Knut- 
son’s tax-reduction plans. 

The tax-fixing committees of the two 
houses, under the legislative-budget plan, 
will get a showdown on Mr. Knutson’s 
tax-cutting plan during these joint studies 
of the budget, since the tax cut proposed 
would affect the revenue for the same fiscal 
year for which they are fixing the budget. 

Mr. Knutson has a 15-to-10 majority on 
his House Ways and Means Committee 
and can win Committee approval of his 
proposal to trim by 20 per cent the tax 
on incomes up to $300,000. In the Senate, 
however, Mr. Millikin has only a 7-to-6 
ratio on his Finance Committee, and 
among some of the Republican members 
of the Committee there is a disinclination 
to go as far as 20 per cent in making the 
cut. 

Tariff plans also fall into the hands of 
the Finance and Ways and Means com- 
mittees. Here, the legislative authority for 
the Hull reciprocal trade program is in 
danger when it comes up for renewal in the 
spring of 1948. Many of the Republican 
members of both committees are speaking 
of higher tariffs and do not think well of 
plans to permit the State Department to 
negotiate reciprocal treaties. 

Labor legislation goes to committees 
in both houses on which the Republicans 
have broad majorities. 

In the Senate, the Labor and Public 
Welfare Committee, headed by Senator 
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Robert A. Taft, of Ohio, has an 8-to-5 
ratio of Republicans to Democrats. At 
least half of the 12 members—aside from 
the chairman—are regarded as _ prolabor, 
however, and Mr. Taft is likely to have 
the deciding voice. 

The House Committee on Education 
and Labor has 16 Republicans and 9 Dem- 
ocrats. Here the Republican leaders had 
to do some juggling to get Representative 
Fred A. Hartley, Jr., of New Jersey, into 
the chairmanship. They regarded Repre- 
sentative Richard J. Welch, of California, 
who was in line for the spot, as too pro- 
labor and shifted him to another com- 
mittee. 

A revision of the labor laws to impose 
more responsibility upon labor, curb strikes 
and. hasten arbitration of labor disputes 
is in the making, and can easily be pushed 
through the remade House Committee. A 
shift of Democratic positions by Senators 
who have been antilabor in the past, how- 
ever, can block such legislation in the 
Senate Committee unless it is tempered to 
meet the views of such prolabor Senators 
as Wayne Morse, of Oregon, and George 
D. Aiken, of Vermont, who might not feel 
bound to follow the Republican Party line 
on this issue. 

National defense brought the sharp- 
est battle against the reorganization plan. 
The proposals for a merger of the Army 
and Navy and for universal training were 
wrapped up in this battle. 

Under the old system, Army measures 
went to a Military Committee in each 
house. Navy bills went to a Naval Com- 
mittee. Each service kept on good terms 
with the members of its own legislative 
committee and felt that its bills were in 
friendly hands. Now, both Army and Navy 
legislation goes to a combined Armed 
Services Committee in either house. 

Unification of the Army and Navy 
seems closer now, under the change, if 
President Truman will accept alterations 
in his plan. It still will take adroit han- 
dling, however, for the membership of 
the new Armed Services Committee in 
either house—aside from new members— 
is evenly divided between the two old 
committees. 

In the Senate, Chairman Chan Gurney, 
of South Dakota, comes to the new Com- 
mittee from the old Military Committee. 
The ratio is 7 Republicans to 6 Democrats. 
Of the 13 members, 6 come from the old 
Military Committee and 6 from the old 
Naval Committee. The thirteenth member 
is Senator Raymond E. Baldwin, of Con- 
necticut, just beginning his first term of 
service and with no previous affiliation 
with either committee. 

In the House, the chairman of the new 
Armed Services Committee also comes 
from the old Military Committee. He is 
Representative Walter G. Andrews, of 
New York. Here the tentative ratio is 19 
Republicans to 14 Democrats, with the 
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membership to be about evenly divided 
between the two old committees. 

Aside from the fact that the two old 
Military committees, which, in the main, 
favored unification, have the chairman- 
ships of the two new Armed Services 
committees, the situation on unification is 
changed but little. A chairman has a bet- 
ter chance of maneuvering legislation than 
does a committee member, but he cannot 
outvote them. 

Universal-training plans also face about 
the same setup as they did under the old 
committee system. With the exception of 
new members who are making their ad- 
vent on the two Armed Services commit- 
tees, the same opposition stands in the way 
of a universal-training plan. It springs, 
originally, from educational and religious 
groups. Unless it is drastically altered, the 
plan has little chance of adoption. 

Treaties and foreign loans now are 
to be handled by the same committees. 
In the Senate, the Foreign Relations Com- 
mittee, under its new chairman, Mr. Van- 
denberg, not only has jurisdiction over the 
United Nations treaties, but also takes 
over from the Senate Banking Committee 
matters relating to the Export-Import 
Bank, World Bank and Monetary Fund 
and all types of loans to foreign nations. 

The House Foreign Affairs Committee, 
under the chairmanship of Charles A. 
Eaton, of New Jersey, also takes over 
similar jurisdiction over foreign financial 
transactions from the House Banking 
Committee. 

This tends to put the foreign financial 
policy into the hands of committee mem- 
bers who generally are more favorable to 
the nation’s foreign policy than are the 
members of the two Banking committees. 

However, on the Senate side, where 
treaties are handled, 7 of the 13 members 
of the Foreign Relations Committee come 
from inland States. Six come from States 
of the Gulf area or Eastern Seaboard. 
None is from the West Coast, which is 
interested in Far Eastern affairs. 

Veterans’ affairs are to be handled 
differently in each house, but the result 


will be favorable treatment for veterans. 


In the Senate, veterans’ legislation goes 
to the Finance Committee, which has 
charge of taxes and is concerned with how 
to raise the money to pay the bills. 

A new Veterans’ Affairs Committee in 
the House will be under the chairmanship 
of Representative Edith Nourse Rogers, of 
Massachusetts. Her Committee absorbs 
the old Veterans’ Committee and two old 
Pension committees. 

Public Works committees are set up 
to handle a variety of bills for flood control, 
improvement of rivers and harbors, bridges, 
dams, water power, public buildings and 
the authorization of road building. 

The Senate Committee, generally con- 
servative, is manned by 7 Republicans and 
6 Democrats under the chairmanship of 


Senator Chapman Revercomb, of West 
Virginia. It replaces the old Senate Public 
Buildings and Grounds Committee. 

In the House, the new group has rep- 
resentative George A. Dondero, of Mich- 
igan, as chairman. It takes over the func- 
tions of the old Flood Control, Public 
Buildings and Grounds, Rivers and Har- 
bors and Roads committees. It will au- 
thorize most of the spending for the local 
projects with which members like to em- 
bellish their home communities. 

Judiciary committees have charge of 
antimonopoly legislation, civil-liberty meas- 
ures, patent and immigration measures. 
Seven old committees are merged into the 
two new groups. 

Senator Alexander Wiley, of Wisconsin, 
is chairman of the Senate Committee and 
Representative Earl C. Michener, of Mich- 
igan, has the House group. Both commit- 
tees are predominantly conservative and 
have a high percentage of lawyer members. 

The new Public Lands committees 
are, in effect, national town councils for 
the Western States. Eleven old commit- 
tees are merged into the two new ones. 
They handle measures governing public 
lands, irrigation, reclamation, territories, 
mines, Indians and insular affairs, 

Nebraska is the easternmost State repre 
sented on the Senate Committee. Senator 
Hugh Butler, from that State, is chairman. 
The others members come from farther 
west. Representative Welch has the House 
chairmanship. 

On other forms of legislation, 
spokesmen for business, agriculture and 
social welfare will find themselves dealing 
with new leaders, if not new committees. 
The work of the new Congress is more 
tightly integrated. Its members are striv- 
ing for greater efficiency. 
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FUTURE OF U.S. FOREIGN POLICY: 
WHAT GEN. MARSHALL WILL DO 


Firm Peace, Not Imperialism or War, as Aim of Soldier-Secretary 


Prospective improvement 
in this country’s relations 
with Russia cnd Argentina 


A slight shift in direction of U.S. foreign 
policy will occur under General of the 
Army George C. Marshall as Secretary of 
State. This shift, however, will not be in 
the direction of U.S. imperialism or of war. 

General Marshall will be the first profes- 
sional military man ever to direct this na- 
tion’s foreign policy. A General as top 
diplomatic officer is raising some question 
abroad whether the U.S. intends now to 
throw its weight around in a still-disturbed 
world. The answer is being given flatly in 
the negative. 

A gradual improvement in relations with 
Russia, already started, is to continue. U.S. 
has things that Russia needs and must 
bargain to get. The prospect is improved 
that a basis will be found for working in 
harmony w:th Argentina. Coolness between 








—Harr: 
GENERAL MARSHALL & RETIRING SECRETARY BYRNES 


the governments of U.S. and Argentina has 
upset our relations with other nations in 
the Hemisphere. A clear line of policy will 
be laid down in relations with the Chinese 
Nationalist Government. That Govern- 
ment, in the past, has had much U.S. 
support. General Marshall does not have 
full confidence in the Government of China 
as now constituted. U.S. relations with 
Great Britain will continue close. 

The record and experience of General 
Marshall suggest these things: 

A broad, over-all outline of U.S. pol- 
icy in the foreign field will be settled, into 
the framework of which the German 
policy, the Russian policy, the China 
policy will be fitted. General Marshall is 
a stickler for orderly procedure, tight 
organization and straight-line reasoning. 
(See page 50.) 

Policy decisions will be made against 
a background of much experience. The 
new Secretary of State was intimately as- 
sociated with President Roosevelt and is 
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New policy decisions will be made... 
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acquainted with his postwar diplomatie 
objectives. General Marshall thinks jy 
world terms after helping to run a world. 
wide war. The General had a strong hand 
in shaping the defense agreement for this 
Hemisphere, which still is not imple. 
mented. He has spent more than a year 
in the center of the developing conflict 
in China, which is regarded as of vital 
concern to this nation. He had an im. 
portant part in two wars with Germany 
and has definite ideas about the German 
problem. General Marshall knows the 
Russian leaders and their methods from 
experience. He had a voice in decisions 
that gave Russia part of the Kurile Is 
lands and a share in running the Chinese 
port of Dairen. 

A firm administration of the Depart- 
ment of State can be expected. The new 
Secretary believes in military organization, 
Business is likely to be going “through 
channels” before long. A diplomatic cor- 
poral may find he cannot write to or speak 
to a diplomatic lieutenant except through 
a diplomatic sergeant. That structure tends 
to develop wherever generals or admirals 
take over administrative functions. A 
policy, once set, will become “the” policy, 
or else the dissident diplomat probably 
will find himself in trouble. 

Military policy of U.S. will be even 
more closely integrated with diplomatic 
policy. General Marshall believes firmly 
that no nation should assume comnit- 
ments that it cannot fulfill with force, if 
necessary. He is not inclined to lead from 
weakness, or to get the U.S. neck out 9 
far that it might get chopped off at some 
unexpected moment. There is probability, 
too, that the intelligence functions of the 
Government can be integrated. Military 
officials have been slow to share their 
secrets with diplomatic officials, and vice 
versa. Efforts to overcome this difficulty 
have been slow to yield results. General 
Marshall is in a position to get results. 

Economic policy of U.S. in the world 
is not likely to be altered. Economics 8 
one field in which the new Secretary is not 
deeply schooled. Will Clayton, Under See- 
retary of State for Economic Affairs, 8 
almost surely to continue in his position. 
So is Willard Thorp, Assistant Secretary. 
This means that U.S. influence will cot 
tinue to be exerted on the side of lowered 
trade barriers. The U.S.-sponsored pro 
gram of reciprocal tariff reduction will go 
ahead as scheduled. Policy as it relates to 
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operation of the new World Bank and 
Monetary Fund will remain unchanged. 

U.S. relations with the world and pol- 
icy as it relates to peace settlements still 
to be reachedewill be altered to some 
degree by the shift in secretaries. 

Russia probably will find little change 
in this nation’s attitude. General Marshall 
almost surely will follow the policy of firm- 
ness With patience that was the policy line 
of his predecessor, Secretary James Byrnes. 
During the war, General Marshall sided 
with Premier Josef Stalin against Prime 
Minister Winston Churchill on the neces- 
sity for a second front in the West. He 
recognized the Russians’ suspicion of their 
allies, and never pressed for information or 
for action when he bumped against strong 
resistance. General Marshall always gave 
full credit to the Russian armies for the 
major part they played in defeating Ger- 
many. Those past experiences may help 
now. The new Secretary is to find, too, 
that Russia needs either a large loan from 
this country to use in buying our goods, 
or very large reparations that can come 
oly from the western zones of Ger- 
many. He is experienced in the give and 
take of negotiation and is not easily awed. 

Great Britain will find little if any shift 
in U.S. policy as it affects her interests. 
Close military co-operation is likely to be 
furthered. (See page 18.) There is a chance 
that General Marshall may stress more 


than did Secretary Byrnes the possibility 
of restoring the concert among the Big 
Three powers that existed during the war. 
The objective continues to be to try to 
avoid a division of the world into two parts, 
with Germany placed in a position to trade 
her support to one side or the other for 
special concessions. 

Germany is likely to find that General 
Marshall has a somewhat less sympathetic 
attitude toward her problems than Secre- 
tary Byrnes had. The new Secretary, after 
fighting two wars against the Germans, is 
not inclined to give them the benefit of 
any doubts. Revival of German industry 
probably will be favored. So will unifica- 
tion of Germany into a single state, in- 
stead of four separate zones. Output of a 
revived German industry will be closely 
regulated to prevent rebuilding of arma- 
ment. It is probable, too, that there will 
be agreement to pay a limited amount of 
reparations to Russia and France out of 
current German production. Russia, how- 
ever, will have to permit food to be ex- 
ported from her part of Germany to the 
western zones if she expects concessions 
from the West. General Marshall will go 
to Moscow in March to start working 
out German and Austrian peace treaties. 

China‘s Nationalist Government and 
her Communists, too, will both be viewed 
askance by the United States so long as 
extremists dominate both sides. General 
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Marshall spent the last year trying to 
bring together the liberal elements on 
both sides, but without success. This 
means that big plans for development of 
China with U.S. capital will be shunted 
aside until some ‘basis for political sta- 
bility is reached. General Marshall, in 
Moscow, may seek to remove friction be- 
tween U.S. and Russia in the Far East. 

Japan still is without a peace treaty. 
At some stage in the next year or two, 
a start will need to be made in establishing 
the basis of peace. General Marshall al- 
most surely will approve the policies now 
beizg pursued by General of the Army 
Douglas MacArthur. In peacemaking, is- 
sues will arise over disposition of Japanese- 
owned islands in the Pacific. Secretary 
Byrnes has favored a trusteeship system 
under the United Nations. U.S. military 
leaders want outright annexation of some 
of these islands. General Marshall might 
be inclined to the military view. 

Argentina probably is to find that U.S. 
policy veers in the direction of co-opera- 
tion rather than official hostility. U.S. 
military officials desire completion of a 
mutual-defense treaty for the Hemisphere, 
with Argentina included. State Depart- 
ment policy has placed obstacles in the 
way of inclusion of Argentina, and other 
nations have held back as a result. The 
General was closely associated with the 
plan for mutual defense, and the log jam 
is likely to be broken in months ahead. 

Atomic policy under General Marshall 
is not likely to differ from that under 
Secretary Byrnes. The new Secretary is 
an old and intimate friend of Bernard 
Baruch, who was U.S. representative on 
the Atomic Energy Commission of the 
United Nations. General Marshall will not 
be inclined to do any sharing of atomic 
secrets, unless on the basis of ironbqund 
sanction if any agreement is violated. 
This whole issue, however, apparently is 
to be stalled for years, instead of faced 
directly, because of the problems in- 
volved. War could be the only punishment 
that would do any good, and nobody 
wants to talk about that. 

Arms limitation is another highly im- 
portant problem that will confront Gen- 
eral Marshall. The General will not be 
one to enter lightly into an agreement to 
whittle down U.S. strength, unless there 
is assured agreement that U.S. conces- 
sions will be matched fully by Russia. 

Task of peace. General Marshall, in 
effect, is assuming the task of trying to 
shape policies for the United States and 
to get major-power agreement on policies 
that will afford a basis for a long period 
of world peace. Those who were associated 
with the General in the top command 
during the war are inclined to be opti- 
mistic over the chance that he may suc- 
ceed in a task that is more difficult and 
more delicate than that of running and 
winning a world war. 


17 


Me Jb Gini W cehe 





The 


— 





Arms Tie With Britain and Canada: 
Our World-Wide Defense Strategy 


Agreements in Process for Training Aids, Standardized Weapon; 


Expectation that nations of 
Latin America will fit into 
new military plans later 


A close military tie between the U.S., 
Britain and Canada is to be carried for- 
ward in the peacetime period ahead. This 
tie is beine strengthened by agreements 
now in the process of being reached. 

A foveal miltary alfance is rot 
templated. There was no Brit’sh-American 
alliance in prewar years, when the U.S. 
Navy policed the Pacific while the British 
Navy policed the Atlantic, but this divi- 
sion of responsibilities was effective. This 
sort of informal arrangement is being ex- 
tended to other fields. 

Some weapons are to be standardized. 


con- 


This means that the U.S., Britain and 
Canada will make such things as anti- 


tank guns that are interchangeable. The 
United States is to go ahead with heavy- 
tank development, a field in which British 
industry is not so well equipped. Ex- 
change of students between British and 
American schools will be in- 
creased, observers are to 


military 
Flight-training 
Atom-bomb secrets are 
Chiefs of Staff of 
continue 


be exchanged. 
shared, The combined 
the U.S. and Britain are to 
functioning for a whi'e, and some wo king 
arrangement is to be provided if this 
group is later disbanded. 

Sasic consideratons in this peace- 
time integration of U.S. and British de- 
fense are these: 

Great Briain offers a strong base off 
the coast of Europe. The United States 
twice in a generation went to war to keep 
that mivht be hostile to this 
ating Europe. If this 
situat’on occurs aga:n, the U.S. 
restion from which it can defend itself. 
The British Isles provide such a position. 

U.S. and Cancala provide an arsenal 
and reserve base. U.S. industry, protected 


one nation, 
count: y, from domi 


needs a 
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and relatively safe from invasion, assures 
aid for the defense of Britain. This gives 
the British, who are highly vulnerable to 
rocket and bombing attacks from Europe, 
some protection that they would not have 
alone. Moreover, other nations may be 
slow to attack Britain if they know that 
this means fighting the U.S. too. 

The 8ritish Ertnire offers a world-wide 


network of air and naval bases. Use of 
these bases, from Palestine to Australia, 
might he open to the U.S. on a limited 


basis. They would supplement U.S. out- 
those in the Pacific, for 
common use in case of war. 

What is going on now is a series of 


posts, especially 


agreements concerning bases, weapons, 
training, strategy and war production. 


agreements involve an ex- 
missions. 


Some of these 
change of trainees and military 
None is being made by official treaty. 

These steps, pointing to close military 
collaboration, in effect, if not in treaty 
form, are being strongly attacked by the 
Russian organ, Pravda, by Communist 
members of the British Parliament, and 
by left-wing groups in the U.S. They in- 
clude the following: 

Joint Ply vin plans for Royal Air Force 
and U.S. Army Air Forces personnel have 
been peti At present, they involve 
an initial exchange of 35 officers each way 
for observation of aviation training tech- 
niques, This is to be greatly increased 
later, and it may result in standardized 
schooling and joint research in such things 
as supersonic flight. 

A combined Anglo-American air force 
is likely to evolve from present collabora- 
tion plans in a few years, in the opinion 
of some top PB: 'tish officials. In any event, 
of all details aeronautical re- 
search and integration of U.S.-British- 
Canadian air programs is being discussed 
for the period ahead. 

Military missions exchanged between 
the U.S., Britain and Canada have reached 
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105-millimeter piece for future production. 

This is not to involve all weapons, as 
the British use a different type of pow- 
der, and, therefore, their guns must be 
designed to differ slightly from American 
types. But a few basic kinds of guns and 
equipment will be interchangeable, so that 
critical supplies can be exchanged in case 
of emergency shortages such as those of 
the last war. 

Conferences being held cover a wide 
variety of items to be standardized, how- 
ever, ranging down to the number of 
threads on standard gun bolts. Such dis- 
cussions have been going on for nearly 
40 years, without marked progress in the 
past. Idea now is to make as many parts 
interchangeable as possible, even though 
the general design may remain different. 

Military orgenization, too, promises to 
be the same for all three nations if the 
U.S. Army-Navy unification proposal is 
passed by Congress. This would set up a 
single Secretary of Common Defense head- 
ing separate land, sea and air forces, 
similar to the new British and Canadian 
systems. 

On a lower level, the U.S. mflitary 
staff is being studied by British and Ca- 
nadian officers, with an eye toward stand- 
ardizing military procedure within the 
unofficial alliance, 
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Overseas bases, in effect, are to be 
pooled by the U.S. and British Empire 
for emergency use, with qualifications, 
although no written agreement is to be 
made. Under some circumstances, this 
will give American forces the equivalent 
of advance bases in Northern Canada, in 


New Guinea, in Palestine, in Britain, on 
Malta. It will give British forces wartime 


use of the U.S. Pacific defense triangle, 
dozens of other islands, and the Panama 
Canal. 

Military and naval schools and train- 
ing techniques will be standardized along 
general lines, through a system of exchang- 
ing observers to copy the best features in 
each of the three countries. This already 
has begun, with several dozen officer ob- 
servers exchanged by each nation. British 
Field Marshal Viscount Montgomery’s re- 
cent visit to the U.S. was largely in line 
with this program, to observe top-level 
American military schools and borrow 
ideas for the British Army. 

Furthermore, the number of British and 
Canadian officers attending U.S. staff 
schools has reached record peacetime pro- 
portions, while more Americans are at- 
tending military schools in Britain and 
Canada than ever before, 

Arctic defense plans are being worked 
out in close co-operation between the 
United States and Canada. Joint bases in 
the Far North do not exist as yet, but have 
been spotted by a joint defense board, 
along with common airfields and weather 
stations. 

In addition, Canada is to benefit by U.S 
experience gained in Operations Frigid, 
Williwaw and Frost, now being conducted 
by the Army in Alaska, the Aleutians and 
Wisconsin. American observers, in turn, 
went along on Canada’s Exercise Musk 
Ox, testing new military equipment for 
use in the Far North. 

Occupation merger, meanwhile, is 
being effected on an economic basis be- 
tween the U.S. and British zones in Ger- 
many. Costs of the military occupation of 
both zones, except troop pay, now is split, 
and, in substance, the two areas are being 
merged as an economic unit. While British 
and American military governments still 
are being maintained separately, there is 
evidence of increasing co-operation be- 
tween ranking officials—especially intelli- 
gence officers—in effecting necessary ad- 


justments of business and industry in the 
two zones. 

Atomic-warfare secrets already are 
shared with British and Canadian sci- 
entists. While neither Britain nor Canada 
is likely to get a stockpile of atom bombs 
under present plans, use of the bomb by 
the U.S. against a common enemy is a 
probability unless it is banned by: an in- 
ternational agreement. 

Over-all plans for military collabora- 
tion between the U.S., Britain and Can- 
ada, including the steps outlined here, 
are made largely through the Combined 
Chiefs of Staff, composed of top military 
planners who still meet in their wartime 


Washington headquarters. What their 
agreements may mean, even without a 
formal military alliance, is this: 


Defense network. In effect, Britain 
provides a world-wide network of empire 
and airfields, the military shock 
troops, and a supplementary air force, for 
the common defense of the three nations. 
The U.S. provides mass-produced weap- 
ons, industrial war production, sea power, 
a vast training center and man-power 
reserve, as well as some strategic bases. 
Canada provides the prime defense from 
an Arctic attack, plus skilled technicians 
and some war production. 

Latin-American armed forces, under 
the long-range plan, also are to be unified 
within this pattern, with standard arms, 
similar training and equipment, and an 


bases 


integrated command. Under a bill soon 
to be resubmitted to Congress, U.S. arms 


and training teams are to be made avail- 
able to Latin nations, whose armed forces 
then would be reorganized along Anglo- 
American lines. 

Already, more than a dozen U.S. mili- 
tary missions are stationed in South and 
Central America, an Inter-American De- 
fense Board is set up, and a program for 
teaching Spanish to large numbers of U.S 
Army officers has been under way for 
several months. 

Thus, military deals now taking shape 
point to a close tie between the U.S., 
Britain and Canada, with provisions for 
Latin-American nations to fit in later. 
Indications are that weapons of the three 
countries will be largely standardized, 
training of their 2,900,000 troops inte- 
grated, and defense plans dovetailed to an 
extent unequaled before in peacetime. 
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SPLIT-UP OF THE NEW DEAL: 
FIGHTS THAT HINDER COMEBACK 


Conflicts Over 


Search for leader to unite 
quarreling groups, regain 
influence in Government 


The New Deal era of political power is 
ending. The New Dealers are scattering. 
They are shorn of power in the Govern- 
ment departments and find themselves 
with but a thin voice in either house of 
Congress. They are dividing and squab- 
bling among themselves. They face, at 
best, a long, hard road back to political 
power in the United States. 

Even the most optimistic of the New 
Dealers figure that it will take from six to 
eight years for them to develop a leader 
and climb back into power. Bereft of the 
magic, unifying touch of the late Franklin 
D. Roosevelt, they are spreading to all 
points of the nation, and the man who can 
bring them together again is not yet in 
sight. 

In the meantime, the conservatives have 
climbed back into the saddle, not only in 
Congress, but in the Government depart- 
ments. The election gave Congress to the 
Republicans, in whose midst there are 
fewer than a dozen political freethinkers. 
Meanwhile, the Northern, New Deal wing of 
the Democratic Party was reduced to a mi- 
nority in the party, which put the conserva- 
tive Democrats from the South in charge. 





Political Methods,-Communism, Foreign Policy 


Underneath their squabbling, the New 
Dealers and political independents are try- 
ing to work out an organization and a 
method that will bring them back into 
power. They are trying to clarify issues 
and find a leader. In this process, they are 
splitting into leaderless factions. 

Communism, or pro-Russianism, is 
the biggest single divisive force. It is split- 
ting the New Dealers and political inde- 
pendents down the middle. Out of this 
division is growing two new organizations 
that are competing for the support of 
political freethinkers. 

On one side of the line—to the left— 
stands Henry A. Wallace, the former Secre- 
tary of Commerce, and those who agree 
with him that America should adopt a 
foreign policy more friendly toward Russia 
than now is being followed. 

With Mr. Wallace are aligned such men 
as Fiorello H. La Guardia, the former 
Mayor of New York; Jo Davidson, the 
sculptor; Archibald MacLeish, the former 
Assistant Secretary of State; and Frank 
Kingdon, former head of the National 
Citizens Political Action Committee. 

Taking another point of view are such 
New Dealers as Mrs. Franklin D. Roose- 
velt; her son, Franklin, Jr.; Leon Hender- 
son, a former director of the Office of Price 
Administration; Paul A. Porter and Ches- 
ter Bowles, two of Mr. Henderson’s suc- 


cessors in OPA; Elmer Davis, chief of the 
Office of War Information during the war, 
Edward Prichard, Jr., who served the New 
Deal in many capacities, and Wilson VW, 
Wyatt, the former Housing Expediter. 

These want a clean break between what 
they regard as genuine, American liberal- 
ism and anything that smacks of Com. 
munism. They are backing the present 
American foreign policy. 

Two separate organizations of New 
Dealers are growing out of this breach, 

The Wallace organization is called the 
Progressive Citizens of America. It was 
formed by combining the forces of the 
Independent Citizens Committee of Arts, 
Sciences and Professions and the National 
Citizens Political Action Committee. Its 
platform calls for a broadening and con- 
tinuation of New Deal domestic policies, 
But it disagrees with American foreign 
policy, and, while it denounces fascism and 
imperialism, it does not denounce Com- 
munism either at home or abroad. 

The opposing organization is called 
Americans for Democratic Action. This 
has the support of Mrs. Roosevelt and 
Franklin, Jr., along with a group of sub- 
stantial New Dealers. It grew up out of 
the objections of New Dealers during the 
recent election campaign to Communistic 
associations of ICCASP and NCPAC. 

It also calls for an expansion of New 
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ON THE LEFT: DAVIDSON & WALLACE 
. .. Communism is the biggest single force splitting the New Dealers 


Deal programs in the domestic field. But 
it backs American foreign policy and re- 
jects any association with Communists or 
sympathizers with Communists in the 
United States, as well as any association 
with fascists or their sympathizers. 

This division separates not only the 
intellectual New Dealers, but also the 
leaders in labor unions that have given the 
New Dealers their political backing. 

Aligned with Mr. Wallace in his new 
organization are Philip Murray, president 
of CIO; Jack Kroll, director of CIO-PAC; 
and A. F. Whitney, president of the 
Brotherhood of Railroad Trainmen. 

On the other side are numerous heads 
of AFL unions, the chiefs of several im- 
portant CIO unions and two of Mr. Mur- 
tay’s top associates in the leadership of 
CIO itself: James B. Carey, the CIO 
secretary-treasurer, and Allan Haywood, 
one of CIO’s vice presidents. Among the 
leaders of individual unions who are 
grouped in Mrs. Roosevelt’s organization 
are David Dubinsky, of AFL’s Interna- 
tional Ladies’ Garment Workers, and 
Walter Reuther, of CIO’s United Auto 
Workers. 

Hunt for a leader. This scattering of 
the New Dealers and their breakup into 
quarreling factions emphasizes their lack 
of a potent leader whose magic touch 
might bring them together. Most of them 
are willing to agree now that the leader 
who might bring them back to power is 


not to be found in either of the present. 
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disputing factions, or, if so, he is not in a 
place of prominence. 

Some are pointing toward Mr. Wallace, 
or Mr. La Guardia, or Mr. Bowles, or Mr. 
Prichard, or others of the groups. But in- 
stant objection is raised that none of these 
has a political following. The leader and 
the party still have to be found. 

Third party? Wholly aside from the 
dispute over communism, the New Dealers 
are torn by an argument over whether to 
create a third party. There are three fac- 
tions in this argument. One wants to back 
political freethinkers in whichever of the 
two major parties they may be found. 
Another group wants to work through the 
Democratic Party. The third favors crea- 
tion of a separate, third party. 

The bipartisan approach would leave 
them free to climb on the band wagon of 
any liberal candidate who might emerge 
in either the Republican or the Demo- 
cratic party. This would leave them free to 
back a moderate liberal, such as Harold 
Stassen in the Republican Party, if he by 
some chance captured the presidential 
nomination. And it leaves them free to 
support independent-minded Republican 
Senators and Governors wherever they 
may be found. 

A Democratic Party tie is regarded by 
many New Dealers as a handicap at this 
time when the control of the party is pass- 
ing into the hands of conservative South- 
erners. They find few persons in that group 
whose views coincide with their own. Ellis 
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ON THE RIGHT: WYATT & BOWLES 


Arnall, of Georgia, is one of these few. 
In the Northern States, however, most of 
the Democrats have been shorn of political 
power. 

A third party also has its disadvan- 
tages. There are fewer minor-party mem- 
bers of Congress now than at any time 
since 1920. The elections of that year whit- 
tled minor-party members down to one. 
There have been more in every Congress 
since that time until the present, which has 
only one American Labor party member. 
In Wisconsin, the Progressive Party has 
been dissolved and the last La Follette 
has been put out of office. In Minnesota, 
the Farmer-Labor Party is only a shadow. 

The development of a third party and 
the nurturing of it to sufficient strength to 
get its candidates placed on the tickets of 
most States would be an imposing task, a 
greater one than most New Dealers would 
care to tackle. And the chances of success 
are small. No third party ever has placed 
its candidate in the White House. And the 
present does not seem to many New Deal- 
ers to be a propitious time for a third 
party. 

The only advantage they can see would 
be an improvement in the bargaining posi- 
tion of the political independents. They 
might work out deals with the major 
parties on candidates and platforms. This 
does not appeal to some of the New Deal- 
ers. They would rather come back through 
one of the major parties. And they are 
reconciling themselves to a long wait. 
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Blueprint as talking point if 
G.O.P. majority rejects it 
and business decline follows 


President Truman now has _ presented 
his program in its entirety. On this pro- 
gram, for the present, he rests his case 
for re-election, or for the candidacy of 
some other Democrat for the Presidency 
in 1948. Consequently, his proposals call 
for examination from the political, as well 
as the economic, point of view. 

Issues for independents. Such an ex- 
amination shows the President’s program 
to be heavily weighted with bait for the 
independent or liberal voter. As things 
stand there is a strong voter trend toward 
the Republicans, as evidenced by the 
November congressional elections. If this 
is to be reversed, the independent vote, 
the labor vote, the ballots of certain racial 
and national minorities must be held in 
the Democratic column. So: 

Labor. Mr. Truman asks for modera- 
tion in dealing with labor. He proposes 
legislation aimed principally at making 
the Government more helpful in the col- 
lective-bargaining process. He would out- 
law jurisdictional strikes and secondary 
boycotts, but he wants no crackdown on 
labor, no punitive or vindictive laws. 

Housing. The President pledged govern- 
mental financial support to push home 
construction to a high level of activity. 
He proposed laws to rebuild “blighted 
areas of our cities,” always a popular theme 
with liberals, and to provide incentive for 
heavy investment in rental housing. He 
asked, too, that rent ceilings be continued. 

Small business and large. The anti- 
trust laws should be implemented, he said, 
and, simultaneously, small business and 
new enterprise should be encouraged by 
research and credit programs; this for the 
opponents of “bigness.” 

Fiscal. The President’s budget was un- 
expectedly long on expenditures—$37,- 
500,000,000—pleasing, perhaps, to pump 
primers. But, to catch the eye of the 
conservative, Mr. Truman urged a bal- 
anced budget, reduction of the national 
debt, and, for the present, no tax cutting. 

Other. There was a list of long and 
short-range objectives, mostly reminiscent 
of Roosevelt programs, and, consequently, 
favorably received by New Dealers. 

Congressional attitudes. The politi- 
cal outlook is strongly affected by the fact 
that the program is in for some bumps in 
the G.O.P.-controlled Congress. As major- 
ity plans stand, the President’s recommen- 
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dations probably will be all but disregarded. 
The Republicans are ready with labor 
legislation much more stringent than that 
offered by the President. (See page 28.) 
The bills, for example, go as far as out- 
lawing the closed shop. The Republican 
leadership also is ready to slash taxes, al- 
though some highly placed G.O.P. Senators 
are demanding, first of all, a balanced bud- 
get and provision for reducing the na- 
tional debt. Then, by cutting Mr. Tru- 
man’s schedule of expenditures, they ex- 
pect to find room for tax reduction. 
Housing legislation is on the Republican 
list. The final product, however, may 
differ considerably from Mr. Truman’s 
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MESSAGES’ MEANING FOR VOTERS 


What Mr. Truman’‘s Statements Offer to Independents and Labor 


dent and his supporters then will be in a 
position to say to the voters: 

“This is what your Democratic Presi. 
dent proposed; and this is what your Re. 
publican Congress did. Take your choice,” 

In the event of a business recession jp 
the wake of the Republican enactments, 
and whether or not caused by them, this 
could be turned into a powerful plea to 
labor, and to liberals dissatisfied with the 
Republican program. 

So the political battle line has been 
drawn. Meanwhile, a related question has 
arisen. 

Candidacy? The question of Mr. Tru. 
man’s hold on the White House was raised 

















—Gray in Chicago Times 


ROUND ONE! 


ideas. Credit facilities for small business 
are expected to be continued through pro- 
longing the life and powers of the Re- 
construction Finance Corp., but close ob- 
servers think it doubtful that the Republi- 
can majority will be disposed to strengthen 
the antitrust laws. 

Most of the New Dealish recommenda- 
tions, apparently, will not even be con- 
sidered. Mr. Truman could not obtain en- 
actment of these proposals last year with 
his own party in control of both houses. 
With the Republicans now in command, 
prospects for passage are even dimmer. 

Conflict. Thus, it is already apparent 
that a legislative conflict between Mr. 
Truman and Congress is ahead; that, when 
the session is over, the laws enacted will 
bear little resemblance to his proposals. 

Politically, this means that the Presi- 











—Talburt in Washington News 


DON’T LOOK NOW, BUT... 


by his appointment of General of the Army 
George C. Marshall as Secfetary of State. 
Some foresaw a 1948 competitor for the 
President, while others believed the Gen- 
eral could be a running mate who would 
strengthen Mr. Truman’s candidacy. In 
recent weeks the President has settled into 
his job more firmly. In discussing the 
budget with reporters, he displayed a good 
grasp of the complicated pattern of federal 
fiscal affairs. The victory over John L. 
Lewis obviously was a gratifying stimulus. 

After sagging for many months, the 
chart of Mr. Truman’s popularity, as 
drawn from the public-opinion _ polls, 
started upward. Most opinion is that the 
Marshall appointment has further en- 
hanced the President’s prestige. Such de- 
velopments obviously would tend to set a 


President thinking in terms of re-election. 
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i TE ARS 


Heart ailments account for almost one 
third of all deaths in this country. They 
are caused chiefly by rheumatic fever, 
high blood pressure, kidney diseases, 
syphilis, and hardening of the arteries— 
especially those supplying the heart it- 
self. Early discovery and prompt treat- 
ment of these diseases are most impor- 
tant in reducing the danger of serious 
heart damage. 

Medical science is giving increased 
attention to studies of the heart. Notable 
advances have already been scored. New 
drugs and new techniques are opening 
up more avenues of investigation. Many 
organizations encourage this great work. 
For example, the Life Insurance Medical 
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Medical science is on the march against heart disease 
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Research Fund, supported by 148 Life 
Insurance Companies in the U. S. and 
Canada, makes grants for special studies 
in heart disease. 


What should you do for 
your heart? 


Have a thorough physical examination 
every year. Take great care during con- 
valescence from any infection. If you 
should develop heart disease, follow your 
physician’s advice about proper rest, 
exercise, and diet, as well as about spe- 
cial drugs and medicines. To learn more 
about the heart, and the diseases that 
affect it, send for Metropolitan’s free 
booklet, 17-K, “Your Heart.” 


Remember, even with a weakened heart you can usual- 
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TO EMPLOYERS: Your employees 
will benefit from understanding 
these important facts about heart 
disease. Metropolitan will gladly 
send you enlarged copies of this 
advertisement—suitable for use 


on your bulletin boards. 








TO VETERANS—IF YOU HAVE NATIONAL SERVICE LIFE INSURANCE—KEEP IT! 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
flail that public opinion should be enlightened.” 

GEORGE WASHINGTON 
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(These two pages present each week the opinion of The Edi, 
the other members of the staff who report, interpret, and 
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By DAVID LAWRENCE 


President Truman’s message on the budget is not 
realistic. 

It assumes that the Federal Government must keep 
on spending as in prewar days, promoting more and 
more governmental enterprises. 

The American people in the elections of last No- 
vember manifested a desire for change in domestic 
policies, not the least important of which is with re- 
gard to the federal budget. 

A reading of the President’s message gives the 
impression that every established agency or de- 
partment must continue, that the capacity to tax 
at high rates is unlimited, and that whatever has 
been appropriated by a previous Congress is, of 
course, permanent. 

Mr. Truman continues to exude the psychology of 
his predecessor, namely, that it is the business of the 
Federal Government not only to be paternalistic but 
to recognize the needs of special groups whose voting 
power helps the administration stay in office. 

In setting forth the governmental budget, Mr. Tru- 
man disposes of each group of items by saying, in 
effect, “You can’t touch that.” 

The climax is reached when the President states 
that, since the budget can’t be reduced below $37,500,- 
000,000 and tax receipts are approximately the same 
amount, there can, of course, be no reduction in 
taxation. 

Public pressure can force economies: Whatever 
be the merits of a revision of our tax structure, it cer- 
tainly is fortunate that a substantial body of Ameri- 
cans is pressing for tax reduction. No other stimulus 
can be as helpful, for unless there is an incentive to 
reduce expenses the federal establishment will go on 
spending more and more each year. 

The American people are to be congratulated that 
the Republicans have made an issue of tax reduction. 
Whether the proposed cut is 20 per cent or less, it is 
psychologically important that the executive agencies 
of the Government and the Congress shall realize that 
expenses must come down. 

There would be no government economy at all if 
there were no pressure to reduce taxes. For the habit 


THE SPENDING GOES ON 
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of bureaucracy is to increase progressively its appr} 
priations. 

There is no limit really to the things the Fed. 
eral Government could do “in the interest of th 
people.” But, as management of any private ente.? 
prise has learned, there are some things that simply 
cannot be done because the money to do them j 
not available. 

During the war the American people were sym. 
pathetic with the spending of money because they fel 
it might save lives. But it will be recalled that betwee 
1933 and 1939 the public debt went from $22,500,000, 
000 to $40,400,000,000—nearly double. It was consié. 
ered then that the federal budget of $9,000,000,00 
a year was large. Today it is proposed to speni 
$11,000,000,000 on national defense alone, ani 
$7,300,000,000 on veterans’ services and benefits. Pro. 
grams for improvement of communication system 
and for development of natural resources amount ti 
$2,600,000,000. Another item for federal housing is 
estimated at $539,000,000. Are such amounts neces. 
sary? 

A defeatist approach: The President tosses of 
these items with an air of resignation—as if nothin’ 
can be done about them. 

This approach is most disappointing. The President 
doesn’t seem to realize that the American people mean 
to have economy. Instead of a systematic examination 
of expenditures, he takes it for granted that what the 
bureaucrats tell him must be spent is what he mus 
recommend to Congress. 

Everybody knows that the dollar doesn’t buy wha 
it did in 1939, and that the prices which the Gover 
ment must pay are far above what they were eigh 
years ago. There are, to be sure, essential services tha 
the Government must continue and certain payments 
that must be made, such as the $5,000,000,000 for in- 
terest on the public debt. But what is needed is 
thorough re-examination of every item in the budget 
It will not be sufficient to accept general description 
of these expenditures. What ought to be done by the 
Republican majority is to institute an audit of the 
entire Federal Government, with a view to deter 
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“1 wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 





dministration fails to heed people’s demand for economy in government—Each 
em in budget should be re-examined in light of present-day realities—Proper ‘ 
scal program can accomplish both tax reduction and debt retirement. 


S appre 
: ining just what every dollar spent by the Federal 


he Feifpovernment goes for. 
In private business such penetrating audits are 


a pi ade all the time, and the mere fact that a dollar has 
t simph een spent for a particular purpose before does not 
them # ive it a special privilege or a permanent status. 

| There are lots of expenditures which eight years ago 
re sym: ere desirable because the Federal Government didn’t 
hey fet ave other obligations. But today, with the aftermath 


betwen World War II and with heavy expenditures for 
00.000. peterans: certain things that previously were appro- 
consid. priated for by the Federal Government will have to 
000.00" abandoned. That is the price the country will have 

fo pay for the war if it means to pay off the public 


; 
: “2 lebt and ward off inflation. 

hp The matter of veterans’ expenditures will be- 
ts. Pro. ; : : 
aves ome a subject of widespread controversy. This 
“""-"“fappened also after World War I. Professional 
jount to . - : 

sail eterans’ organizations get together and lobby for 
oa ager and larger expenditures. Members of Con- 


bess are intimidated and, in fear of the veterans’ 
yote, usually approve all the proposals to benefit 

e veterans. 

But it must be remembered that the veterans are 
part of the American nation and that what they fought 
or was not a system of government that favors spe- 
le meathial groups with large grants of public funds, but a 
\inatiol&ystem that ensures stability. 
hat th There can be no prosperity under a system of public 
€ mUS'Bpending which menaces confidence in the dollar. 

It has been assumed that the alternative to no tax 
'y whe! ffeform is merely a balanced budget. President Tru- 
rover [man gives the impression that taxes can’t be reduced 
 eigh Pbecause revenues are likely to fall off. 
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Tax reduction means more revenue: This is a 
allacy. After World War I, every tax reduction was 
ccompanied by an increase in revenues because, as 
usiness prospered, the total volume of revenues in- 
eased so that the tax collector got more. There 
ust be an end in Washington to the feeling that taxes 
by the ran be used for punitive purposes—to perpetuate cer- 
of theltain theories of class warfare which special groups 
dete: from time to time expound. 


Taxation, to be fruitful, must provide its own incen- 
tives. There must be a stimulus to the persons who 
plan and create new jobs in industry. The class war- 
fare school of thought insists that the creative and im- 
aginative minds of America, who are responsible for 
its expansion, must have their incentive anaesthetized. 
This is the wrong approach. It is a direct plea for state 
socialism. 


A program for a real fiscal policy: Republicans 
have an exampled opportunity to set up a fiscal sys- 
tem that will command the respect of the world. 

The prerequisites of such a plan are these: 

(1) A re-examination of the reason for every dollar 
spent in the Federal Government. This means a study 
of every existing statute which involves the spending 
of money, no matter how far back in our history that 
statute reaches. 

(2) A program that pledges the retirement of the 
public debt by at least $3,000,000,000 each year. It 
should aim at $5,000,000,000. 

(3) The reduction of taxes. 

The President has recommended a budget of $37,- 
500,000,000. It should be possible to reduce the budget 
to $30,000,000,000 and apply half of the surplus of 
$7,500,000,000 to debt retirement and half of it to tax 
reduction. 

This implies a continued program of economy until 
tax rates are down to a normal basis, at which time 
100 cents of every dollar of surplus should go to debt 
retirement. Unless a nation is prepared to pay off its 
public debt, serious economic consequences can ensue. 
We have a public debt of $259,000,000,000. If we were 
able to pay off $5,000,000,000 a year on that debt, it 
would take 52 years to retire the entire national debt. 
There are some observers who believe that the retire- 
ment of such a large debt in 52 years is not necessary 
and that the program might well go 75 years. What 
is more essential is that in these early years, when our 
national income is high, we should start on a program 
of $5,000,000,000 a year for debt reduction. 

The mere announcement that such a program is to 
be carried out would tend to establish confidence in 
the American dollar throughout the world. 
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A WAVE OF STRIKES similar to that which swept the a better month than December from the point of 
time 


country in 1946 is not developing for 1947. view of production time. 

A year ago, the postwar strike wave was well under The Pictogram shows the ups and downs of the strike 
way. Factories in a number of big industries were closed. curve since the end of the war. What is not generally low 
In December, 1945, almost 8,000,000 man-days of idle- realized is that most of the serious postwar strikes were lewe 
ness were caused by strikes. In January, 1946, man-days crowded into the first five months of 1946. vom} 
of idleness had jumped to 19,400,000. During those The strike upturn began almost immediately with the | "TY 
months, strikes closed plants in the meat-packing, steel, end of the war, in August, 1945, and continued with only end 1 
automobile, farm-equipment, electrical-equipment and slight interruption until February, 1946, when time lost ri 
textile industries. reached a postwar peak of 23,000,000 man-days. March, by p 

Now, less time is being lost through strikes than in April and May were heavy strike months, with time J ™0™' 
any month since the war. There were 3,300,000 man- losses ranging from 15,000,000 man-days in April to 13, 1947 
days of idleness in December, 1946, largely due to the 800,000 in March and 11,500,000 in May. stanc 
soft-coal strike, but by the end of the year strikes A sharp drop in strike idleness took place in June, In 
had all but disappeared. January promises to be even with settlement of the soft-coal and the railroad strikes. thro! 
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The Downward Trend in Strikes 


(Measured by Man-Days Lost Since V-J Day) 
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1946 


and the lull continued through the months of July and 
August. 
time losses slightly above the summer months, but far be- 
low the January-to-May average. By the end of 1946, 
fewer than 50,000 of the nation’s workers were on strike, 
compared with 350,000 at the close of 1945, and Jan- 
uary, 1947, is even freer from strikes than was the year- 
end month of December. 

Time lost by strikes in December, however, was high 
by prewar standards. The 3,300,000 man-days lost in that 
month will have to be cut sharply on the average if 
1947 is to be a normal strike year as measured by prewar 
standards. 

In the prewar period, 1935 through 1939, time lost 
through strikes averaged only a little more than 1,400,- 
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The last four months of 1946 showed average 
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000 man-days a month, or much less than the total for 
the lowest month of 1946. For the full year of 1946, pro- 
duction-time loss was more than 110,000,000 man-days, 
whereas the yearly average for 1935-39 was less than 
17,000,000. The loss per man for 1946 was the highest 
in history. 

Enough new wage contracts already have been signed 
to indicate a 1947 shift away from strikes. (See page 33.) 
Contracts yet to be signed in coal, steel, autos and elec- 
trical equipment hold the key as to how extensive this 
shift will be. It is apparent, however, that the unions 
involved in negotiations in these four industries will be 
willing to settle without strikes for moderate increases 
considerably below their demands. If that happens, 1947 
should be a fairly normal strike year. 
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Labor Week 


START OF STRIKE-LAW DRIVE 


President's Agreement With Congress in Favor of Some Restriction 


Further proposals that would 
ban closed shop and forbid 
an industry-wide walkout 


Congress is to have the backing of Presi- 
dent Truman in curbing certain strike 
practices. This backing virtually assures 
passage at the present session of legisla- 
tion restricting union activities. 

There remains, however, a broad area 
of disagreement between Mr. Truman and 
Republican congressional leaders over how 
far these restrictions should go. The Presi- 
dent is not yet ready to accept some of the 
drastic Republican ideas now being ad- 
vanced, is not out to crack down on labor, 
but appears willing to go further in 
controlling union activities than he was 
willing to go a year ago. The big un- 
answered question is whether the Republi- 
cans will have the votes to override a 
White House veto and thus go as far into 
the field of labor regulation as they wish 
to go. 

Proposals. Opening of Congress brings 
an assortment of antistrike proposals, rang- 
ing from revival of last year’s Case bill, 
through suggestions made by Mr. Truman 
in his message to Congress (see page 69), 


and to such far-reaching ideas as abolition 
of the closed shop and outlawing bargain- 
ing on an industry-wide scale. Included 
among the proposals are the following: 

Case bill. New restrictions against 
unions are contained in revised drafts of 
the Case bill. Senate Republicans would 
outlaw “organizational strikes” in which 
unions seek bargaining rights before prov- 
ing they have a majority of the employes 
of a plant. Unions also would be required 
to register and make public financial state- 
ments. Checkoff of union dues in pay en- 
velopes also may be limited. Provisions of 
last year’s Case bill also are revived. These 
would, among other things, require unions 
to delay strikes for 60 days while a media- 
tion board tried to settle the dispute, out- 
law jurisdictional strikes and secondary 
boycotts, and permit unions to be sued 
for violation of contract. 

Mr. Truman favors legislation outlawing 
three types of strike and two kinds of 
secondary boycott. He proposes that 
unions be prohibited from striking against, 
or boycotting, an employer to compel him 
to sign a contract when he already has an 
agreement with a rival union. He also 
would outlaw strikes or boycotts in juris- 
dictional disputes where rival unions are 
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—Barrow in Jersey Journal 


PULLING OVER TO THE CURB 


claiming exclusive control of a particular 
type of work. He further proposes a ban 
on strikes or lockouts over grievances 
arising during the life of a contract. 

Travel-time pay legislation is to get 
early attention. A number of proposals 
would so define the “work week” as to 
exclude walking time within factory gates, 
and, thus, eliminate future pay claims, 
Lawsuits for back pay of this type now 
pending would be referred to collective 
bargaining under other proposals. 

Closed-shop and other union contraets 
that require employes to become or re- 
main union members in order to retain 
their jobs would be outlawed under a bill 
just introduced by Senator Ball (Rep.), 
of Minnesota. 

Other proposals would revise the Wag- 
ner Act to give unions equal responsibili- 
ties with employers. Bills also are pro- 
posed to minimize or prevent strikes that 
tie up entire industries, such as coal and 
steel. 

Full analysis of these various proposals 
follows. 


Case Bill Provisions 
In Senate and House 


Starting point for labor legislation in the 
new Congress is the Case bill, vetoed last 
year by President Truman. A trio of Re- 
publican Senators has reintroduced this 
bill and added to it a series of restrictions 
on organizing strikes, checkoff of union 
dues and other union practices. Retained 
are most of the provisions of the old bill, 
those requiring cooling-off periods before 
strikes and outlawing furisdictional strikes 
and secondary boycotts. This now becomes 
the Ball-Taft-Smith bill. 

But the author of the original Case bill— 
Representative Francis Case (Rep.), of 
South Dakota—has his own revised version 
of this legislation. Mr. Case goes further 
than last year, asks also for revision of 
the Wagner Act and creation of special 
machinery for handling industry-wide 
strikes. His new bill also authorizes the 
Government to enjoin unions from strik- 
ing in vital industries, such as coal mining. 
It is an all-inclusive labor bill, wrapped in 
one package. By contrast, the Ball-Taft- 
Smith bill omits Wagner Act changes and 
other restrictions favored by Republicans. 
The Senate strategy is to take these up one 
by one in separate bills. 

Basic points of the two bills are these: 

Ball-Taft-Smith bill is the party-line 
bill of Republican Senate leaders. It bears 
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The Case of the 3 Million Dollar Charge Account 


KYROCKETING sales can sometimes 
present a problem. 


Hearn Department Stores, in New 
York, found this out in 1938, when in- 
stallment sales hit a new high of 
$3,000.000. The Company felt that the 
time had come for a more efficient plan 
of credit financing to handle its increas- 
ing volume. Specifically, it wanted to 
eliminate the practice of short-term 
borrowing to finance long-term sales. 


The officers of the Company came to 
the Bank of Manhattan and explained 
their problem. The Bank went to work 
and designed a custom-made solution. 


It took over all of Hearn’s install- 
ment contracts. As sales expanded, the 
Bank’s credits expanded. As sales con- 
tracted, the Bank’s credits contracted. 
Thus Hearn had to pay for no more 
financing than it actually needed. 


The plan called for versatile service 
from the Bank of Manhattan. 


Through its own Credit Department, 
the Bank made a careful check of 
Hearn’s customers’ credit. In peak sea- 
sons when installment sales increased 
by the thousands, Hearn could depend 
on the Bank to service these accounts 
and thus avoid the expense of enlarging 
its own staff. 


And when the Company introduced 
coupon books in 1940, to facilitate in- 


stallment purchases of low-cost items, 
the Bank financed these credits, too. 
The number of small accounts in- 
creased tremendously. And all were 
serviced by the Bank without impairing 
customer-store relations. 


Helping solve business problems, 
such as this one, is an old story at the 
Bank of Manhattan. And the solution 
is almost always custom-made. For this 
Bank specializes in assisting customers 
not only with financial aid, but with 
imaginative business counsel as well. 
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AUTHORS OF PROPOSED LABOR LEGISLATION: SENATORS SMITH, TAFT & BALL 
Two bills, in the House and Senate, might be headed for a veto 


the names of Republicans Ball, of Minne- 
sota; Taft, of Ohio, and Smith, of New 
Jersey. If enacted into law, it will change 
the relations between employers and unions 
in many ways. 

Organizational strikes are outlawed. 
This means that a union cannot strike to 
obtain its first contract with an employer 
until it has proved by an election that it 
represents a majority of the workers in a 
plant. 

Checkoff of union dues is prohibited. 
Employers no longer would be permitted to 
deduct union dues from workers’ pay en- 
velopes, a practice common to many labor 
contracts. This may be softened later to 
permit the checkoff when employes request 
it in writing. 

Financial unions are re- 
quired. Unions must with the 
Secretary of Labor before they can be 
certified by the NLRB as_ bargaining 
agencies. Unions must report salaries and 
expenses of officers as well as receipts and 
expenditures of the unions themselves. 

Foremen’‘s unions are denied the right 
to obtain bargaining recognition through 
NLRB elections. Strikes of foremen to 
obtain contracts are outlawed. Plant guards 
and inspectors are deprived of protection 
of the Wagner Act. All of which means 
that, under the bill’s provisions, employers 
zre permitted to fire foremen, plant guards 
or inspectors for union activity without 
fear of violating the Wagner Act. 

Welfare funds controlled entirely by 
unions cannot be supported by employer 
contributions. 

Violators of contracts are to be penal- 
ized, if the bill becomes law. Unions that 
strike in violation of agreements may be 
sued for damages, and workers who strike 
in defiance of contracts and without union 
permission may be fired. 


reports by 
register 
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Settlement machinery is established, 
through creation of a Mediation Board. 
This Board’s job is to settle disputes be- 
fore they reach the strike stage. If media- 
tion fails, the Board will propose that a 
third party be permitted to arbitrate the 
dispute, with the decision binding to both 
sides. Arbitration, however, is not compul- 
sory, is not to be used if either side objects. 

Jurisdictional strikes are; ohibited, It 
would be illegal for a union to picket an 
employer to obtain a contract when the 
employer has a contract with a rival union. 

Secondary boycotts are vitlawed. This 
would prohibit unions from refusing to 
handle articles produced by rival unions. 

Penalties are severe for violation of 
provisions of the Ball-Taft-Smith bill. 
They range from a year in jail, a fine up 
to $5,000, or both, for individuals, to pay- 
ment of triple damages by unions. Also, 
provision is made for use of the injunction 
to restrain violations. 

Cooling-off periods before strikes are 
provided, running for 60 days after the 
Mediation Board has entered disputes. 
Workers may be fired for striking during 
these periods. 

These are the principal provisions of 
the Ball-Taft-Smith bill. Some will be 
changed and new ones may be added in 
committee, but this is basically the legis- 
lation that probably will emerge from 
the Senate. 

The new Case bill is similar in many 
respects to the Ball-Taft-Smith bill. There 
is machinery for settlement of disputes 
during a cooling-off period; unions may 
be sued for violation of contracts; financial 
reports are required, and other provisions 
are the same. But Mr. Case has made some 
important additions. 

Strikes in vital industries, such as coal 
and steel, are to be handled by special 


fact-finding commissions appointed by the 
President. If a union fails to accept recom- 
mendations of a commission, the Goy- 
ernment may go into federal court and 
obtain an injunction to stop the strike. 
This legalizes procedure used recently to 
stop the coal strike. Mr. Case would per- 
mit such injunctions without requiring 
Government seizure of property. Private 
employers, however, would not have the 
right to get such injunctions. 

Declaratory judgments are to be issued 
by federal courts to settle jurisdictional 
disputes between unions over the right to 
particular jobs. The courts are to sett 
the disputes by interpreting existing con 
tract provisions. 

Damage suits may be brought against 
unions where they are striking over juris- 
dictional issues. In such cases, unions also 
are liable to loss of exclusive bargaining 
rights. 

Wagner Act amendments also are pro- 
posed by Mr. Case. His bill outlaws, as 
“unfair labor practices,” coercion of em- 
ployes by unions or taking over of com- 
pany property in strikes. Unions are re- 
quired to bargain with employers and not 
merely issue a list of demands with a 
“take it or leave it” attitude. Mr. Case 
also proposes that a majority of the em- 
ployes must approve a strike in a secret 
ballot before it would be legal. 

While the Senate debates the Ball-Taft- 
Smith bill, the House will write its own 
legislation, containing some of the Case 
ideas, but also including the views of other 
House Republicans. It will be a Republi- 
can leadership bill. The Senate and House 
versions then will be merged, and parts of 
both measures retained. A probable veto 
awaits the finished product, unless there is@ 
closer meeting of minds between Congress 
and Mr. Truman than now seems likely. 
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'—Herblock in Washington Post 


NOSE TO THE GRINDSTONE 


How Far President 
Goes on Labor Laws 


President Truman’s recommendations 
for labor laws are mild enough, when com- 
pared with the Republican proposals, 
be almost noncontroversial. Some of them 
already have been endorsed by certain 
union leaders. The fact that he favors re- 
stricting certain union practices does not 
make him a convert to Republican views. 

The program. Mr. Truman, however, 
is willing to go along to this extent: 

Jurisdictional strikes are viewed by Mr. 
Truman as “indefensible” if unions are 
trying to force employers to deal with 
them when these employers have contracts 
with rival unions. He does not go quite so 
far in expressing his views on another type 
of strike, that in which a union seeks to 
force an employer to give it jurisdiction 
over jobs held by members of a rival union. 
Mr. Truman, however, asks for machinery 
that would prevent strikes in such cases. 

Secondary boycotts. Mr. Truman also 
is willing to outlaw certain types of second- 
ary boycotts. He disapproves of boycotts 
used in jurisdictional battles between 
unions over the right to perform particular 
work. He also would prohibit boycotts in 
which a union seeks to force an employer 
to sign a contract despite a prior agreement 
with another union. Mr. Truman, however, 
says that boycotts are legitimate where 
a union uses them to extend a strike over 
wages. Most Republican legislation favors 
outlawing all types of secondary boycotts. 

Strikes over grievances. The President 
favors legislation to provide arbitration of 
grievances and other disputes arising dur- 
ing the term of an agreement. He does not 
believe unions should strike over questions 
of interpretation of agreements. 
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Mediation machinery of the Govern- 
ment also needs improvement, Mr. Tru- 
man holds. He makes no specific recom- 
mendations on this point except to suggest 
creation of fact-finding boards for major 
disputes. Mr. Truman’s views on improve- 
ment of the mediation machinery may indi- 
cate that he would approve portions of 
the Ball-Taft-Smith bill and of the new 
Case bill setting up a Mediation Board. 





Proposals for Limits 
On Travel-Time Suits 


Proposals for outlawing or limiting dam- 
age suits for travel-time pay are taking 
shape in Congress. The main line of at- 
tack against these suits, now totaling 
around $4,000,000,000, is to be as follows: 

Working time is defined more spe- 
cifically than in the original Fair Labor 
Standards Act, under which the suits are 
being filed. It 1s proposed to count as 
working time only time actually spent in 
productive work. Walking time from plant 
gate to workbench would not be included. 
Customs of particular industries and pro- 
visions of existing agreements would be 
considered in fixing the an.ount of pro- 
ductive time to oe paid for under the Act. 

Punitive damages would be outlawed 
in cases where an employer acted in good 
faith. As the law now stands, employers 
face double liability for back pay as puni- 
tive damages even where they believed 
they were following rulings of the Govern- 
ment on travel-time pay. 

Settlements through collective bar- 
gaining would be authorized. Employers 
would be permitted to settle out of court 
with the unions on the back-pay claims, 
if they wish to do so. One court decision 
has held that an employer still may be 
sued for back pay by individual workers 
after reaching a settlement through nego- 
tiations with a union. It now is proposed 
to make such negotiated settlements final. 

Bills embodying these provisions have 
been introduced by Senator Wiley (Rep.), 
of Wisconsin, chairman of the Judiciary 
Committee: Senator Capehart (Rep.), of 
Indiana, Representative Gwynne (Rep.), 
of Iowa, and others. The law that finally 
emerges will be a composite of their ideas. 


Bills on Closed Shop, 
Industry-Wide Strikes 


Other proposals for labor legislation, 
now advanced, are to meet stiffer resist- 
ance than the ideas contained in the Ball- 
Taft-Smith and new Case bills. Opposi- 
tion is evident within the top leadership 
of the Republicans in Congress on some of 
these proposals. 

Closed shops would be prohibited un- 
der a bill introduced by Senator Ball. It 
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Lalor Week 


provides that no employe is to be requ:red 
to join a union or remain in a union as a 
condition of employment. Employers also 
are not to compel employes to stay out of 
a union. A large percentage of union con- 
tracts would be outlawed if this bill is en- 
acted into law. It covers: closed shops, in 
which employers are permitted to lire 
only union members; union shops, where 
employes are required to join the union 
within a certain period after being hired; 
maintenance-of-membership clauses, _ re- 
quiring union members to pay their dues 
for the period of the contract, and pre- 
ferential-hiring provisions that give union 
members preference in employment. Crim- 
inal penalties are to be provided for vio- 
lators. 

Senator Ball, up to now, does not have 
the same strong Republican backing for 
this bill as he has for the Ball-Taft-Smith 
bill. 

Industry-wide strikes are another 
problem certain to provoke considerable 
controversy in Congress. A bill drafted by 
Senator Ball calls for outlawing of indus- 
try-wide bargaining. His bill prohibits a 
union from negotiating with more than 
one company unless the companies are 
located within a 100-mile area. He also 
proposes that employers be restrained 
from bargaining through employer asso- 
ciations on anything larger than a local- 
area basis. National unions, thus, are 
barred from collective bargaining. 

The bill requires that the local plant 
unions negotiate directly with the em- 
ployer in each plant, and it provides that 
these local unions are not to make any 
arrangement among themselves to force 
the same terms on all the employers in 
their industry. Court injunctions are au- 
thorized to enforce the bill’s terms. Sena- 
tor Ball proposes his bill as an amendment 
to the Wagner Act. 

Wagner Act amendments also are be- 
ing offered in large numbers. It is likely 
that employers will be given more rights 
under the Act and unions will have some 
of their powers trimmed. 





— 





Peaceful Settlements 
Of Wage Demands 


Many unions are showing a willingness 
to compromise their wage demands and 
avoid strikes in the second round of post- 
war negotiations. Settlements now being 
reached in various industries provide for 
pay increases averaging less than 15 cents 
an hour. In many cases, unions had been 
demanding increases well above the set- 
tlement figure. 

Woolen companies granted a 15-cent 
increase to CIO Textile Workers. In 
this settlement, the union’s president, 
Emil Rieve, obtained one of the largest 
recent pay raises negotiated in manv- 
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facturing industries. The union had asked 
for 20 cents. 

Textile mills in Northern States agreed 
to a 10-cent raise for CIO Textile Work- 
ers. Lhe demand had been for 15 cents. 

Construction contractors in New York 
City gave an increase of 25 cents an hour 
to AFL building-trades unions, resulting 
in a rate of $2.50 an hour. 

Radio manufacturers agreed to a 10- 
cent raise for 15,000 employes in 32 plants 
in the New York City area. The contract 
was negotiated by the CIO Electrical 
Workers. Four radio networks granted 
increases in rates and fees ranging from 
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EMIL RIEVE 
. « - Wouldn't strike for a nickel 


20 per cent to 30 per cent for 20,000 
network employes represented by AFL 
unions. 

Meat-packing companies established 
a pattern for that industry providing a 
general wage increase of 744 cents an hour 
plus additional raises for some workers to 
eliminate regional differentials. 

Public utility. A West Coast gas and 
electric firm awarded an increase of 6 
per cent plus $2.50 a week for 7,800 em- 
ployes represented by an AFL Electrical 
Workers’ union. 

A survey of 30 wage agreements re- 
cently negotiated showed that all but two 
of the increases were less than 131% cents 
an hour. Most of these agreements are 
for individual companies, and thus do not 
necessarily set precedents for large-indus- 
try settlements. 

Significance of these and other settle- 
ments being made is that unions in most 
cases are showing a readiness to negotiate 
a peaceful settlement of their wage de- 
mands, without insisting upon the full 
amount asked. 
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Weve Been Askees 


ABOUT PROBLEM OF PRESIDENTIAL SUCCESSION 


Congress is about to tackle again a 
question that has been debated for more 
than 150 years—the line of succession to 
the Presidency. This question always be- 
comes of more concern when, as now, there 
is no Vice President to succeed to the 
Presidency. Only three times since the 
Constitution was adopted has Congress 
taken action affecting the method of suc- 
cession. 

Many proposals are being offered for 
changing the present law of succession, 
which has stood since 1886. Under this 
law, the new Secretary of State, General 
of the Army George C. Marshall, would 
become Chief Executive if the office be- 
“ame vacant through death, resignation 
or inability of the President to serve. Next 
in line comes the Secretary of the Treas- 
ury, and then five of the other members 
of the Cabinet in accordance with their 
precedence. President Truman and others 
are suggesting that this order of suc- 
cession be changed. A lengthy debate, pro 
and con, is certain before any action is 
taken on the proposed changes. 


What are the issues involved in 
presidential succession? 

Many persons object that, under the pres- 
ent law, a President could name his own 
successor. This is because the Secretary 
of State becomes President in case of a 
vacancy when there is no Vice President 
and the President selects his Secretary 
of State. Another issue involves selection of 
the President by popular vote. The Sec- 
retary of State, not being an elected offi- 
cial, could become President without ever 
having been a candidate for office. 





Many members of Congress would meet 
these issues by changing the line of suc- 
cession to the Presidency. In case of vacan- 
cies in both the Presidency and Vice Presi- 
dency, they would have the Speaker of the 
House, as successor. Next in line would be 
the President pro tempore of the Senate. 
Both of these are elected members of 
Congress. Those favoring the change say 
that, being elected, either the Speaker or 
the Senate President pro tempore could 
be regarded more definitely as a represen- 
tative of the people, on becoming Presi- 
dent. President 
change. 


Truman also favors this 


What issues are raised by the pro- 
posed change? 
Persons opposing the change object that 
the proposed method of succession might 
mean a change in the political administra- 
tion in the White House, without such a 
turnover being approved by the voters. 
At times, the President is of one political 
party, and the Speaker of the House and 
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the President pro tempore of the Senate 
are of another, as now. Under the proposed 
amendment, a vacancy in the Presidency 
then could mean a switch in Administra- 
tion from one party to another. And this 
would be done without the voters’ having 
a direct say in the matter. 


On the other hand, if a Secretary of State 
becomes President, he is almost certain to 
be of the same political party, and to favor 
the same administrative policies, as the 
President whom he succeeds, since he is a 
member of the President’s Administration. 
A change putting the Secretary of State in 
the White House would be less likely to 
bring sweeping revision of administrative 
policies than if a member of Congress from 
the opposite political party became Presi- 
dent. 


Can Congress change the succession 
without a constitutional amend- 
ment? 

This brings up another issue. Some mem- 

bers of Congress say yes, and some say 

no. The Constitution says that, in event 
of the death, resignation, removal or in- 
ability of both the President and the Vice 

President, Congress shall declare “what 

officer shall then act as President.” For 

many years it has been argued that mem- 
bers of Congress, the Speaker, etc., are 
not officers in the sense meant here. For 
nearly a century, from 1792 to 1886, the 
law was that the line of succession was 

Vice President, President pro tempore of 

the Senate, and Speaker of the House. But 

it still is debated whether this succession 
order, similar to the one now proposed, 
was constitutional. 


Couldn't an election be held to select 
a successor? 

A special presidential election is called for 
im some of the bills now before Congress. 
To legalize such an election would require 
an amendment to the Constitution, with 
approval of three fourths of the States. 
One proposal is that a new President and 
Vice President be elected within 90 days, 
or at the mid-term congressional election 
if both the Presidency and the Vice Pres- 
idency become vacant during the first 
half of a presidential term. This raises the 
question of whether the newly elected 
President would serve a full four years, 
or only the remaining time of his prede- 
cessor’s term of office. 


Why not avoid the issues by selecting 
someone in neither Congress nor 
the Cabinet? 

This also has been proposed. One sugges- 

tion, involving a constitutional amend- 

ment, call for election of three Vice Presi- 


dents instead of only one as now. The Vice 
Presidents would be designated First, Sec. 
ond and Third, and would follow that line 
of succession in case the Presidency be- 
came vacant. The Second Vice President 
would preside over the Senate. The two 
others would hold positions in the Ad- 
ministration, possibly in the Cabinet. All 
would be elected, and all would be of 
the same political party as the Presi- 
dent. 


Another suggestion is that the Governors 
of all the States be called together, when 
there is no President, and select two per- 
sons from among themselves to act as 
President and Vice President until the 
next presidential election. In the meantime, 
a temporary civilian President would be 
selected to serve by highest-ranking Army 
and Navy officers. This proposal has re- 
ceived less support in Congress than some 
of the others. 


Suppose both the President-elect and 
the Vice President-elect died be- 
fore inauguration? 

Questions also would be raised by such a 
situation. The Twentieth Amendment to 
the Constitution, approved in 1933, pro- 
vides that a Vice President-elect shall be- 
come President if the President-elect dies 
before taking office. The Amendment does 
not specify the procedure if both should 
die, but puts it up to Congress to de- 
cide who should become President, and 
how he should be selected. This possi- 
bility, and the way of meeting it, may 
also be discussed at this session of Con- 
gress. 


Are any other changes involving the 
Presidency being considered? 
Yes. One group of Senators wants Con- 
gress to make a thorough study of all 
matters connected with the election and 
succession of the President and Vice Presi- 
dent from the time of their nomination to 
the end of their terms. This study would 
be aimed at making the law clear cut as to 
presidential elections and succession. Con- 
sideration also would be given to limiting 
all Presidents to two terms of office, as has 
been suggested by some members of Con- 


gress. 


These are the main issues involving presi- 
dential succession that have been raised, 
and some of the suggestions made for 
meeting these issues. But the outstanding 
question, as Congress begins to discuss 
this old problem of succession, is: Who 
shall stand next in line for the Presidency 
after the Vice President—the Secretary of 
State or the Speaker of the House of Rep- 
resentatives? 
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The “Old Man” gets around again 


or five years the “Old Man” didn’t travel much 


and the company’s balance sheet showed it. The 





branches lacked the fire and drive that he used to 
inspire in them on his visits around the circuit. But 
what with the wear and tear of travel conditions the 
“Old Man” just couldn't take it any more. 

Beecheraft 


Kxecutive Transport. What happened is company his- 


\nd then one day the company bought 


tory, written chiefly in the profit column. The “Old 
Man” is here, there, and everywhere once again—like 
i. seneral on the firing line. For now he travels at 200 
miles an hour—without hurrying, without fatigue. He 
an take a group of division heads along, as well. Over 
n the accounting department they ve paid for the 


Beecheraft out of the first few months’ increase in 








profits and, for years to come, it will earn its keep many 


times over. 


The company transportation problem is a matter of 


time and mobility as well as ticket costs. The potential 


savings with a Beechcraft Executive Transport are 


worth exploring—as every one of the hundreds of 


Beecheraft users will assure you. 


Your nearest Beecheraft distributor is prepared with 
facts and figures to help you appraise company-owned 
air transportation in the light of your own transporta- 
tion needs. He welcomes the opportunity to demon- 
strate to you the new Beechcraft Model 18. No obliga- 
tion, of course. Beechcraft distributors are located in 
key cities across the U.S.A. 


1 Beech A\ircraft 


CORPORATION * “Q WICHITA, KANSAS, U.S. A. 
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No Matter What You Make— 
Here’s Help to Make it Better! 


TEXTILES 

i Water Repellents . . 
pounds give inexpensive repellency, 

2 Woolens...S V Woolrex Oils im- 
prove ( irding, spinning, 

3 Cottons ...S,V 


. Special come 


Finishing Oils 


soften cloth, assist pre-shrinking. 
4 Rayons...S/V Rayon Oils lubri- 
cate, and soften the fibers. 
5 Worsteds...S V Worstex Oils im- 


prove carding, combing and spinning. 


RUBBER 

1 Tires . . . S/V Sovaloids H and N 
produce durable compounds. 

2 Hose . . . S/V Sovaloid € assists 
GR-S compounding, speeds handling. 

3 Mechanical Goods... 5/V Sova- 


loid W produces high-qualit 


4. Latex Cushions . 


. Spec 
latum emulsions assist ma 
ot neoprene sponge. 


5 Footwear S/V_ Sx 


produces strong, flexible st 


iloid 








PACK 


1 Froze 
talline 
proof 

2 Dehy 
erysta 


3 Dryin 





CERAMICS 


1 White Wear ...S’V Ceremul A 
gives uniform glaze, reduces blister- 
ing. 

2 Porcelain S/V ( mul G 


gives uniform glaze, cuts mixin 
time, 


Steatite ... 


w 


S/V Ceremul C serves 





ELECTRICAL 


1 Enamel Coated Wire . . 


vents as vehicles give 


. S/V Sol- 

uniform, dur 
ible coatings. 

2 Quartz Oscillators ...S/V Quartz 


Festing Oil B permits accurate op- 


tical inspection. 


5 Titanium 


3 Condensers. . 


~ 


as lubricant and binder, burns out 
completely. 
4 Pottery 


lubricate clay pastes, reduce stick- 


Special pottery oils 
ing in the dies. 
SV Ceremul R 


lu and binder, re- 


lubricant 


le wear 


. S/V Cerese Waxes 
give uniform, durable coatings. 
Vinyl Coated Wire . 


S/V Sovalvoid C serves as plasticizer. 


Resin 


Batteries ...S V microcrystalline 


waxes used in spacers, 


PRINTING 


2 High-Grade Inks 


.S/V Cerese Wax 
Brown gives clear-cut plating molds, 
-S.V Cerese 


skinning, improve 


L Electrotyping.. 


Waxes 


toughness. 


prevent 


S/V waxes, 


3 Carbon Paper 


OTHER INDUSTRIES 


~~ 


1 


Wire Rope. 
give prolonged lubrication, prevent 
rusting. 


oe Spec ial compounds 


S/V Ceremuls 
(wax emulsions) prevent cracking 
during drying. 


Wood-working .. . 


petrolatums give clear-cu 
14. Printing Inks . Sp 

serve as vehicles for pigm 
5 Typewriter Ribbons 

waxes, petrol ituums, give 


e printing. 


3 Plasties ... 
cize resins, extend high-« 
cals 

4. Meat-Packing...S/V Pr 
protects handling equipm 

5 Mineral Wool . . . S; 


waxes lay dust and waterpr 


S’V Sovaloids 





plastis 


t chem 


x OM 


| oils, 
f fibers. 





METAL 
1 Inspe: 
716-C, 
2 Rust | 
Kotes 
ynditi 


3 Quene 














@ The pictures on this pege show 50 goods, speed operations, lower costs. nets that will help you make it better. 
important articles produced by 1-4 basic This is only a partial display. Today, If your article isn’t shown, it’s still 


U.S. industries. They represent a cross- there are hundreds of these Process quite likely that there’s a Process Prod- 
section of American manufacturing... Products, serving 30 industries. To- uct available to meet your needs. Call 
and give a glimpse of the part played by morrow, there will be many more, Your nearest Process Product Repre- 


Process Products from petroleum. Process Products specialists are con- sentative... or mail the coupon below 
Under each picture is a list of the stantly developing new products. ... for details. 

Socony-Vacuum products that assist in Maybe the article that you manufac- SOCONY-VACUUM OIL COMPANY. INC. 

the making of the articles shown — ture... ora similar one... is pictured 36: Beaaikwav. New Wosk a Nx. and Athicaiex 


products that help improve the finished here. Read about the petroleum prod- — Magnolia Petroleum Co., General Petroleum Corp. 


ia 


4 
| 


‘itv stock, | PACKAGING 


PAPER crocrystalline waxes provide mois- 


adsorb “‘in-the-package”’ moisture. 





il petro. 1 Frozen Foods . . . S/V microcrys- 4 Water Resistance . . .S/V Cere- 1 Sizing . . . S/V Ceremul A gives ture barrier, keep foods frest 
talline waxes give flexible, moisture- mul A gives maximum water resist- maximum water repellency. 4. Meat Wraps... SV Prorex Oil C 
proof coatings. ance to paper. 2 Water Absorbency . . . S/V Sova- produces odorless bloodproof paper. 
loid f 2 Dehydrated Foods ...S V micro- 5 Rust Prevention . . . S/V Sova- sorb A improves softness, re-wet- 5 Seuff-Resistance..S/V Ceremul A 
stocks, crystalline waxes keep contents dry. Kotes help keep metals from rusting ting properties. increases scuff resistance, improves 
3 Drying Agent... S, V Sovabeads in storage. 3 Moisture-Resistance ...S/V mi- printability. 











METAL FARMING 


I Inspection . . . SV. Suspensol give uniform hardness. 1 Apples ...S/V Prorex Oil F helps base oils for tree spray emulsions. 





oils 716-C, Magnaflux suspensoid fluid. 1 Tempering Special oils give maintain quality during storage. 4. Potatoes ... SV Ceremuls protect 
2 Rust Prevention . S’V_ Sova- iecurate control for heat treating. 2 Carrots . . . S/V Sovasol No. 5 potatoes during storage, planting. 
Specia Kotes retard rusting under varving 5 Powder Metallurgy ...S V_mi- kills weeds; spares carrots. 5 Eggs... S/V Prorex Oil C retards 
conditions. cocrystalline waxes give _ plastic 3 Fruits ...5/V Sovasprays serve as quality loss during cold storage. 
3 Quenching ...S/\ Sova-Quenches flow, reduce die wear, 
























. mene — —— — ——e Dotted onaeeenail — — | 

Name YOUR Industry and Mail this Coupon 

| Use this coupon to obtain additional information on the Process Products | 
now available for your industry. Fill in the blank spaces and mail to your 


nearest Socony-Vacuum office or to the Process Products Division, Socony- 


| Vacuum Oil Co., Inc., 26 Broadway, Dept. 4, New York 4, N. Y. 


Articles that you manufacture 


Process Product in which you are interested 
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Tune in THE MOBILGAS PROGRAM— Monday Evenings, 9:30 E. $.T —NBC 























TAAAMIS ONES 


Most OF Us take good drinking water for 
granted. Yet in many sections right here in 
the U.S.A... the only available water supply 
is so brackish ...so full of mineral salts .. . 
that it cannot be used for drinking. Drink- 
ing water is supplied to some of these dis 
tricts by tank-truck; others distill their 
water—an expensive process. Both meth 
ods are unsatisfactory since trucked watet 
easily can become contaminated, and dis 
tilled water is flat and tasteless. In such 
places, a drink of clear, sparkling H.O is a 
highly valued commodity, and every gal 
lon must be used sparingly, 

But now a new method has been devel- 
oped by which brackish water can be 

water 


This 


transformed into’ fresh, 


potable 


quickly, easily and inexpensively 


MOLDING 


i ee eer 
+ ee capa 


eer we ERY 
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method, utilizing chemicals called Ion Ex- 
FILT-R-STIL® Demin- 
eralizing units developed by American 


change Resins in 
Cyanamid Company, demineralizes any 
quantity of water desired up to 1,000,000 


gallons a day—from almost any in 


One of a series describing Cyanamid’s many activities, 


aS 


ticals, textiles, synthetic rubber and many 
other products. Here again, Cyanamid 
chemical research is contributing to both 
human and industrial progress. 





land source. One isolated commu 
nity using this FILT-R-sTIL proc 


now obtains a steady supply 


ess 
of clearer, softer, more palatable 
water with greater dependability 
and at one fourth its former cost 

Besides delivering potable water, 
FILT-R-STIL units also are 


industrially wherever mineral-free 


used 


water of unvarying quality is a 


necessity — in the production of 





chemicals, dyestuffs, pharmaceu 





American 
Cyanamid Company 


30 ROCKEFELLER PLAZA, NEW YORK 20, N.! 
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(This article represents the result of an 





= extensive research on a topic of ouf- 





Special Report 


standing importance in National Affairs.) 


A SURPLUS IN U.S. CASH BUDGET 
AS BRAKE ON BUSINESS ACTIVITY 


Prospect of Net Treasury Deduction From Nation’s Spending Stream 


Reversal in 17-year trend 
through economy measures 
while taxes remain high 


The flow of cash dollars in and out 
of the U.S. Treasury reveals that Gov- 
ernment spending no longer is a_sup- 
port to business. For the first time in 
17 years, the Government is taking more 
cash money away from business and 
individuals than it is paying to them. 
These withdrawals of cash from the in- 
' come stream will reach large proportions 
over the next six months. 

The dollar flow—the cash budget—has 
more influence on business activity than 
regular financial operations of the Govern- 
ment, reported in the President’s formal 
budget. The flow of dollars through the 
Treasury is a direct measure of the Gov- 
ermment’s contribution to, or withdrawal 
from, the spending power of the country. 
Right now the Treasury is operating to 
reduce spending power rather than to in- 
crease it, and this is significant to all busi- 
ness operations. 

Cash-dollar dealings by the Treasury 
show, in the first place, that the Gov- 
emment has stopped contributing to 
pressures for rising prices. And _ they 
indicate further that the Treasury’s in- 
fluence will be on the side of a down- 
turn in prices and in business activity 
if private spending, by individuals and 
business firms, declines in the period that 
is immediately ahead. 

The amount of cash withdrawals by 
the Treasury will depend on whether Con- 
gress reduces taxes or allows present rates 
to stand. 

If taxes are not reduced, the Treasury 
will draw in $24,100,000.000 in the next 








—— six months, and will pay out $19,600,000,- 

000, leaving a cash surplus of $4,500,- 

000,000. That would amount to a reduction 

in buying power at a rate of $9,000,000,- 

=F 100 a year—a rate that has never been 
approached. 

If taxes are reduced to the extent sug- 

gested by Republicans, the Treasury take 

" in cash dollars would drop to $23,000,- 

000,000 for the next six months, leaving a 

surplus for the period of $3,400,000,000. 

0, N. ff That would mean reduced buying power 


at the rate of $6,800,000,000 a year—still 
a record rate. Any changes in appropria- 
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LEGEND 


CASH DOLLARS POURED 
INTO INCOME STREAM 


> CASH DOLLARS TAKEN OUT 


OF INCOME STREAM 














$51.4 BILLION 


ZS 


“NET WITHDRAWAL” 
FROM BUYING POWER 


ae at f Fates oes veel zs 
°45.7 BILLION a 
— )6€=63—6HhL 


ANNUAL RATE 
FIRST HALF 


ae 





$39.2 : | 


- $46 BILLION* 
* ASSUMING REPUBLICAN 
TAX CUT 


56.8 BILLION 
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“| decided to dress 


This might be one secretary’s not-so- 
subtle way of saying that person-to-person 
dictation is dated. Or even out-dated. 
For the modern, up-to-the-minute ex- 
ecutive uses the Dictaphone method! 
Of course, it’s more than a question of 
being ‘‘old hat.”” Much more. 


for the occasion” 





Slow, tiring, “‘read-that-back-to-me” 
dictation can retard the progress of the 
entire office. It keeps other important 
work waiting while two people perform 
what should be a one-man operation. 


See how quickly the picture changes— 
with Dictaphone Electronic Dictation! 


There’s no speed limit— with Dictaphone ! 


Things really move. Memos get out. 
Correspondence flies. Overtime? Gone! 

Alone... relaxed... a busy executive 
can talk all of his business away—right 
into the handy microphone. Stationed 
outside his door, his secretary can ward 
off interruptions—can go about her other 
duties while he dictates to her. 

If your office routine needs a shot in 
the arm, if you're looking for new ways to 
decrease bottlenecks and increase busi- 
ness, it will pay you to have a talk with 
your local Dictaphone representative. 


Let him show you how the Dictaphone 





en @ fall va 


Model AF. will double your ability to get 


‘ne 1’ 
things done! 


C7 
DICTAPHONE ©@eonc WVixtention 


*The word DICTAPHONE is the registered trade-mark of Dictaphone Corporation, makers of 
Electronic and Acoustic dictating machines and other sound-recording and reproducing equipment 


bearing said trade-mark, 
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Special heport 


tions would not affect the cash outflow 
over the next six months. 

The outlook for cash transactions, thus, 
presents a sharply different picture from 
the official budget forecast of President 
Truman, set forth on page 61. The volume 
of the net flow of money into the Treasury 
suggests that Government cash operations 
will bear heavily on the side of a business 
downturn in the near future. 

The cash budget differs from the book. 
keeping budget primarily because of ac. 
counting entries that do not affect the 
dollar flow. There are interest payments 
by the Treasury to Government trust 
funds, transfers of employment taxes to 
trust funds, terminal-leave bonds to vet. 
erans, international obligations and _ ex. 
penses that do not require immediate cash 
outlays. The President’s budget also fore. 
casts larger expenditures than now appear 
likely. 

Thus, the regular budget shows more 
outgo than income, while the cash budget 
shows the reverse. It is the cash budget, 
however, that has a more direct in- 
fluence on business, and is the budget to 
watch. 

The effect on business activity of the 
flow of cash through the Treasury is im- 
portant because of the large volume of 
dollars involved in the flow. The Gover- 
ment has a hand in about a fourth of the 
total dollar transactions in the country, 
so the size of the Treasury’s intake and 
outflow becomes significant. 

Before the war, the Government fol- 
lowed a deliberate policy of pumping more 
money into the income stream than the 
Treasury drew from the income stream. 
The major purpose was to provide more 
cash dollars for consumers to spend on 
food and clothing and houses and other 
goods and services. 

Thus, individuals were encouraged to 
borrow to build and improve houses. Jobs 
were provided in make-work projects and 
on publie works. Relief payments were in- 
creased. The cash made available by the 
Government was used to buy materials and 
to pay individual bills. In 1939, a typical 
New Deal year in regard to Treasury 
cash operations, the Government’s con- 
tribution to buying power amounted to 
$2,900,000,000. 

During the war, the Government be- 
came the nation’s major cash operator 





— 


Huge sums were spent on war plants, on 
munitions, on ships, and on’ building and 
maintaining a U.S. armed force as well 
as aiding the armed forces of allies. This 
outflow of cash went into the pockets of 
workers as wages, and to producers as pay- 
ment for materials. The Treasury bought 
about half of the country’s total product, 
and the cash intake was far below the 
outflow. The result was that national 
spending power soared. In 1943, the Treas- 
ury made its peak cash contribution at 
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$51.100,000,000—more cash than all indi- 
yiduals received in either 1932 or 1933 

After the war, the outflow of dollars 
from the Treasury was sharply curtailed, 
while the intake was held close to wartime 
levels. Cash spending by the Government 
fell from the peak of $95,500,000.000 in 
1944 to $45,200,000,000 in 1946—a reduc- 
tion of more than half. 

Private spending, however, soared 
quickly to fill the gap. While the Govern- 
ment stopped buying tanks and guns and 
planes, individuals rushed to buy food and 
clothing and almost anything else that 
was available. Private business also in- 
vested heavily in new plant and inven- 
tory. and individuals tried to buy all the 
houses that could be built. 

The net effect was to keep the total 
spending stream in 1946 at close to the 
wartime level of $200,000,000,000. The 
Treasury put almost as much into the 
stream as it took out, having little effect 
for the year as a whole. 

In coming months, the burden of keep- 
ing the income stream at flood tide will 
shift more definitely to private business and 
individual consumers. The intake of Treas- 
ury cash promises to exceed the outflow 
by a considerable margin. 

The President’s economic advisers, how- 
ever, have expressed doubts that consumer 
spending can increase and that business 
spending will increase. Inventory accumu- 
lation is expected to decline, and rising 
costs are cited as a barrier to increased 
building activity. A surplus in the Treas- 
ury’s cash budget under these circum 
stances would contribute to a setback in 
business activity. 

In 1937, a similar set of circumstanc: 
was present. Consumer spending, stimu- 
lated by the veterans’ bonus of 1936 
petered out at the same time the Treasury 
cash inflow increased, because of higher 
income tax rates and newly levied pay-roll 





taxes. Inventory buying by business also 
dropped sharply after a spurt. This com 
bination shrank the total dollar flow and 
led to the setback of 1938 

The cash budget soon would show an 
excess of outgo if a setback should occur. 
Under pay-as-you-go income taxes, the 
cash intake of the Treasury would de- 
cline almost as soon as individual incomes 
dropped. 

During the second half of 1947, under 
declining business activity, the flow of 
dollars into the Treasury would shrink 
more than the flow out of the Treasury. 
Cash transactions of the Government 
again would be making a net contribution 
to buying power. This contribution would 
be likely even though both tax cuts and 
expenditure cuts are ordered by the new 
Congress, since income would fall more 
quickly than outgo. 

Operations of the cash budget. thus. 
become important in gauging both the ups 
and downs of business trends. 
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The wide geographic spread of the Los Angeles appeal is 
indicated by a review of the home towns and states of companies mov- 
ing to the Los Angeles area in recent months. 


They came from these cities: Akron, Cincinnati, New York, Chicago, 
Muncie, St. Louis, San Francisco, Minneapolis, Dearborn, Schenec- 
tady, Detroit, Wheeling, Brooklyn, Greensburg, Scranton, Norristown, 
Trenton, New Castle. 

And from these states: Ohio, Indiana, Missouri, Minnesota, Michi- 
gan, Illinois, West Virginia, Pennsylvania, New Jersey. 

This is only a partial list. The significance is that wherever you are 
doing business now, Los Angeles has something special* to offer as 
the logical site for your Western operations. 

In fact, industry finds everything under the sun in Los Angeles, where 
mild climate permits year ‘round production...on rigid schedules 

.and where more people prefer to 
live and work. Our brochure “FE O.B. 
Los Angeles” tells some of the rea- 
sons. Write for it, or for answers to 
any questions you may have about 
this area. No obligation. 


Los Angeles City-Owned 


DEPARTMENT OF 
WATER AND POWER 


“Serving the water and power needs 
of 1,805,687 citizens” 
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Dutiful shop lifter 


The type of shop lifting shown here will earn your 
full approval. In fact, the versatile Yellow Strand Braided 
Safety Sling usually gets its job because it helps 
prevent losses in shop, factory and field: the time wasted 
with bulky slings . . . the damage of dropped loads... 


the expense of delayed schedules. 


% The productivity of this lightweight sling starts 
with durable Yellow Strand Wire Rope. Patented braiding 
adds manila-like flexibility which resists kinking, simplifies 
fastening, speeds the handling of odd shapes. By 
equipping your hoist with long-lived Yellow Strand Preformed 
Wire Rope you will take a further step toward uniform, profitwise 
operations. Remember the guardian Yellow Strand: 
badge of high-efficiency rope and slings. 


Broderick & Bascom Rope Co., St. Louis 


Branches: New York, Chicago, Houston, Portland, Seattle. Factories: St. Louis, Seattle, Peoria 


YELLOW 
STRAND 


PREFORMED WIRE ROPE ec BRAIDED SAFETY SLINGS 
42 
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In considering the new budget, do 
you think Congress should give pref- 
erence to tax relief or to reduction 
in the federal debt? 


Because of the varying opinion as 
to whether taxes or the debt should 
receive priority in reduction in order 
to maintain a high level of business 
activity, The United States News 
asked members of Congress, business- 
men and. economists for their views. 

Answers are printed herewith. 
Others will appear next week. 


Rep. John Taber 


(Rep.), N.Y.; Chairman, House Committee 
on Appropriations, 


answers: 

We are faced with a picture where, 
unless we give tax relief, there will be a 
reduction in our income taxes. In other 
words, unless an incentive is supplied for 
people to increase their incomes, there 
will not be enough taxes to have debt 
reduction. 

People who have studied the question 
—like Congressman [Daniel A.] Reed— 
have analyzed it so thoroughly that there 
can be no disputing this. There must be 
debt reduction, but it can only come along 
with tax reduction at the present time. 


John D. Biggers 


Toledo, Ohio; President, Libbey-Owens- 
Ford Glass Co.; Director of Production, 
Office of Production Management, 1941, 


answers: (by telegraph) 

I believe greater emphasis should be 
on tax reduction. High economic activity 
with resultant high employment must now 
depend on incentive. Lower taxes provide 
greater incentive. With a high level of 
national income as Government expenses 
are reduced, emphasis can be placed on 
debt reduction. 


Rep. Daniel A. Reed 


(Rep.), N.Y.; Majority Member, House 
Ways and Means Committee, 


answers: (by telegraph) 

It is not at all certain that a loss of reve- 
nue will result from the reduction of ex- 
cessive and oppressive individual income 
tax rates. If the individual rates are so 
high as to discourage production and ex- 
pansion, interfere with business initiative, 
and deter venture capital, the tax yield on 
income rates will be lost to the country. 

A substantial individual income tax re- 
duction, a balanced budget, and payment 
on the national debt are dependent on a 
reduction of, and elimination of, unneces- 
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sary and wasteful federal expenditures. 

To give undue preference to the retire- 
ment of debt over tax reduction, which is 
burdening productive industry and oppres- 
sing our citizens. would be unfair to all 
interests in the country. A proper balance 
should be maintained which is fair to all. 


Harold M. Groves 


Madison, Wis.; Professor of Economics, 

The University of Wisconsin; Member, 

Committee on Public Debt Policy, 
answers: 

Debt reduction should have priority. 
Earnings after taxes are very high: em- 
ployment is excellent; prices are very high 
due to premature abandonment of con- 
trols: deficits have prevailed for 17 vears; 
prospective surplus is modest: have little 
confidence in the view that lower taxes 
will stimulate output; tax-reduction stimu- 
lus should be saved until definitely needed. 


Rep. Harold Knutson 


(Rep.), Minn.; Chairman, House Ways and 
Means Committee; Member, Joint Commit- 
tee on Internal Revenue Taxation, and 
Joint Committee on Reduction of Nones- 
sential Federal Expenditures, 


answers: (by telegraph) 

Without a reduction in the budget there 
can be no reduction in taxes. However, it 
is my feeling that both jobs should be 
done at the same time. Otherwise the sur- 
plus receipts would prove a temptation 
for the spenders to operate on. 


Fred R. Fairchild 


New Haven, Conn.; Professor of Political 
Economy, Yale University; Member, Com- 
mittee on Postwar Tax Policy, 1944-45, 


answers: 

Congress ought not to admit that a 
choice has to be made between giving tax 
relief and reducing the national debt. 
Both should be done, and at the same 
time. With revenues in the neighborhood 
of 35 or 40 billion dollars a year, that 
should not be difficult for a Congress im- 
bued with the spirit of sound public 
finance. However, if both cannot be done, 
then a balanced budget should take pre- 
cedence over tax relief. 


Roswell Magill 


New York, N.Y.; Professor of Taxation 
Law, Columbia University; Under Secretary 
of the Treasury, 1937-38, 


answers: 

If federal budget expenditures are 
trimmed as they can be and should be, 
tax relief can be granted and. in addition, 
one or two billion dollars of the federal 
debt can be paid off. A substantial redue- 
tion in federal expenditures is the essential 
condition both to tax relief and to debt 
reduction. Individual income tax rates 
should be reduced in 1947 to encourage 
and to preserve individual initiative and 
business activity. 
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“ 


. my wife said that judging from the threatening 
predictions made by the weather man | had better post- 
pone this trip. But | told her she could forget about 
weather reports ...1 had my space reserved on Union 
Pacific. One thing about train travel—you know you'll 
get there—and home again.” 

* * x 


The man is right. And, furthermore, he'll be completely 
rested; in A-] shape for business appointments. 


For dependable, all-weather transportation, may we 


suggest. . be specific—say “Union Pacific.” 


UNION PACIFIC RAILROAD 


Road of tHe S fttamiliners ano THE Challengers 
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FUTURE SPENDING OF THE U.S. 


Billions for Veterans, Defense and Aid to Farmers in Next Budget 


Republican plans for cuts 
in outlays to make room 
for income tax reductions 


After looking over the United States 
Government’s books, as they are set up 
on a budget basis for the year ending 
next June 30 and for the year beginning 
next July 1, President Truman offers these 
conclusions: 

Income taxes should not be re- 
duced in 1947, either for individuals 
or for corporations. 

Excise taxes that are to be re- 
duced automatically next July 1, under 
present law, should be retained at 
present levels until June 30, 1948. 

Interest rates on the public debt, 
now averaging a little less than 2 per 
cent, are to be kept at present levels. 

Spending by the Federal Govern- 
ment during the year that begins next 
July 1 cannot be reduced much below 
the $37,528.000,000 shown in the offi- 
cial budget. 

Republicans in control of Congress have 
very different ideas about some of these 
things. They promise tax reductions in 
1947, both on personal incomes and on 
excises. Republican forecasts of Govern- 
ment’s spending in the year beginning 
next July 1 range from $29,500,000.000 to 
$33,500,000,000. 

But as Mr. Truman sizes up the Gov- 
ernment’s financial position, the outlook 
is this: 

In this year, ending next June 30: 

Income is estimated at $40,230,- 
000,000. 

Outgo is set at $42,523,000,000. 

Deficit, on that basis, will be 
$2,293,000,000. 

Public debt then will be $260,- 
400,000,000. 

In the next year, beginning July 1, 
1947, and running through June 30, 
1948: 

Income is estimated by Mr. Tru- 
man at $37,730,000,000. 

Outgo is placed at $37,528,000,- 
000. 

Surplus is fixed at $202,000,000. 

Debt, thus, could be trimmed down 
to $260,200.000,000. 

These figures for next year, the 1948 
budget year, assume that excise taxes 
revert to 1942 levels on schedule next 
July 1. Mr. Truman says that, if Congress 
agrees to continue wartime rates for an- 
other year, the surplus for 1948 will reach 
$1,800,000,000. That would enable the 


an 


Government to reduce its debt to $258,- 
600,000,000 by June 30, 1948. 

This budget picture, as presented by 
Mr. Truman and his Budget Bureau, is 
due for a severe going over in Congress. 
Republicans, bent on finding room for 
tax cuts, already are picking Mr. Truman’s 
budget to pieces. Some critics, Republicans 
and Democrats, call it an unrealistic 
budget on both the income side and the 
outgo side. Others, criticizing the new 
method of expenditures, as 
well as the amounts of money involved, 
assert that Mr. Truman has gone to 
lengths to prove the things he wants to 
prove. 

To prepare his budget, Mr. Truman 
has had to look ahead 18 months. In 
appraising factors that will bear on the 
Government’s financial position over that 
period, he has made assumptions that 


classifying 


may or may not stand up. These assump. 
tions will have to be threshed out in 
Congress in the months ahead. 

What Congress does to Mr. Truman 
budget and the assumptions on which he 
framed that budget will determine Goy. 
ernment taxing and financial policy jn 
the period ahead, It is important, there. 
fore, to examine the basis on which Mr 
Truman makes his estimates for this 
year and next. 

On the income side, President Tn. 
man assumes a continuing rise in_ the 
national income throughout the next 18 
months, but recognizes the possibility of 
a recession, which would throw his budget 
out of gear. 

For the 1947 budget year, which 
began last July 1, he places the national 
income at $165,000,000,000, and forecasts 
federal revenues of $40,230,000,000. This 





WHERE NATION’S MONEY GOES 


Where the Government’s money is going in this fiscal year that ends next June 30 
and where Mr. Truman expects it to go in the year that starts next July 1 is shown in 


the table below. This breakdown of spending differs from that shown by the President 
in his resume, printed on page 63. Taxpayers can see in detail from the accompanying 


table where their dollars will be spent on the basis on which books have been kept in past 
years rather than in the new form shown by the President’s budget. 


INCOME: 


OvutTGo: 
National defense: 
Military, including 
Coast Guard 
Related activities: 
UNRRA 
Other 


Total 
Terminal-leave pay 
Interest on debt 
Tax refunds 
Veterans 
Aids to agriculture 
Social Security, relief 

and retirement 
Public works and housing 
International finance 
General government 
Other costs 


Total spending 
Deficit or surplus 


Reduction in Treasury 
cash balance 


Debt increase or decrease 


Public debt (end of year) 





Trust-account expenditurest 


Year Ended 
June 30. 1946 
(Actual) 


$43,038,000,000 


43,655,000,000 


665,000,000 
4,550.000,000 


Year Ending 
June 30. 1947 
(Estimate) 
$40,230.000,000 


13,281 000,000 


1,.514.000.000 
1,018,000.000 


Year Ending 
June 30, 1948 
(Estimate) 
$37.730.000,000 


12.064,000.000 


305,000,000 
770,000,000 





48.870,000,000 
4,722.000,000 
3,034,000,000 
4,253,000,000 
735,000,000 


1.179,000,000 
359,000.000 
623,000.000 
956,000,000 
1,017,000,000 





15,813.000 000 
1,900.000.000 
4,950,000.000 
2,127.000.000 
7,518.000.000 
1,093,000,000 


1,629.000.000 
1,611,000.000 
4.026.000 000 
1,872.000.006 


16,000.000* 


13,139,000.000 
250,000,000 
5,000,.000,000 
2.049 ,000,000 
7,001 .000,000 
1,367,000,000 


1,758,000.000 
2.072,000.000 
1,930,000,000 
2.571,000,000 

391,000,000 





$63,714,000,000 


—20,676,000,000 
524,000,000 


10,460,000,000 
-++10,740,000,000 
$269 ,422,000,000 





$42.523.000.000 


—2,293,000.000 
407,000,000 


11,722.000,000 
—9,022.000,000 
$260,400,000.000 


$37,528,000.000 
+ 202,000,000 
414,000,000 


411,000,000 
— 200,000,000 


$260,200,000,000 
*Credit, deduct. *Includes debt retirement of Government corporations. 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office + 55 WALL STREET -: New York 





Condensed Statement of Condition as of December 31, 1946 


Including Domestic and Foreign Branches But Not Including The Affiliated City Bank Farmers Trust Company 

















ASSETS 
Cash and Due from Banks and Bankers....... $1,296,000,976 
United States Government Obligations (Direct 

or Bully Guaranteed) . 2. 2. c lsc cca woes 2,188,205,130 
Obligations of Other Federal Agencies........ 35,355,712 
State and Municipal Securities.............. 186,734,856 
Other Securities . 101,029,479 
Loans, Discounts, and Bankers’ ‘Acceptances. . 1,093,944,555 
Real Estate Loans and Securities............ 3,346,134 
Customers’ Liability for Acceptances......... 12,759,386 
Stock in Federal Reserve Bank . : 6,900,000 
Ownership of International Banking Corpora- 

ORM ty heh Sn rr ps ch oy os Bee oteS 7,000,000 
Bank Premises... dos oe Pee ea 29,280,431 
Items in Transit with Branches . S ercrar tian eae F 15,021,205 
ide waa anda wane owe nw : 2,159,803 

ence ne Goo saeaeees sccooce 94,977,735,667 
LIABILITIES 
ORE a hs Sips hs oa cle here Se e's .--- $4,664,102,604 
(Includes United States War 
Loan Deposit $98,257,569) 
Liability on Acceptances and Bills. .$15,975,382 
Less: Own Acceptances in Port- 
LOHON> «25, 5 oeKs Behe Re Uae oiehe Seecar et ava 2,193,999 13,781,383 
Reserves for: 
Unearned Discount and Other Unearned 
ROC RIG Mra orc oe Naot. eB edksiromes Pe Ae i 4,147,064 

Interest, Taxes, Other Accrued Expenses, etc. 31,520,002 

NOSBIGL CWO = F950 eno ce Sac. ha ei alate Ss 4,650,000 
Capital . ..$77,500,000 
Surplus. . .152.500,000 
Undivided Profits. .. 29,534,614 259,534,614 

LO) Se a Pe ESE re *. O71 faa sits 


Figures of Foreign Branches are included as of December 23, 1946, except 
those of the Dairen Branch which are rrior to the outbreak of the War, 
but less reserves. 
$376,317,.672 of United States Government Obligations and $1.712,449 of 
other assets are deposited to secure $318.115,058 of Public and Trust Deposits 
and for other purposes required or permitted by law. 


(Member Federa/ Deposit Insurance Corporation) 


(dn Dollars Uniy—Cenis Omitted ) 





DIRECTORS 
GORDON S. RENTSCHLER 
Chairman of the Board 


W. RANDOLPH BURGESS 
Vice-Chairman of the Board 


WM. GAGE BRADY, JR. 
President 





SOSTHENES BEHN 
President, International Tele- 
phone and Telegraph Corporation 


CURTIS E. CALDER 
Chairman of the Board, Electric 
Bond and Share Company 


GUY CARY 
Shearman & Sterling & Wright 


EDWARD A. DEEDS 
Chairman of the Board, The 
National Cash Register 
Company 


CLEVELAND E. DODGE 
Vice-President, Phelps Dodge 
Corporation 


A. P. GIANNINI 
Founder-Chairman, Bank 
of America National Trust 
*and Savings Association 


JOSEPH P. GRACE, JR. 
President, W. R. Grace & Co, 


JAMES R. HOBBINS 
President, Anaconda Copper 
Mining Company 


AMORY HOUGHTON 
Chairman of the Board, 
Corning Glass Works 


GERRISH H. MILLIKEN 
President, Deering, Milliken & 
Co. Incorporated 


GERARD SWOPE 
Honorary President, General 
Electric Company 
REGINALD B. TAYLOR 
Williamsville, New York 


ROBERT WINTHROP 
Robert Winthrop & Co. 









































CONTINENTAL ILLINOIS 
NATIONAL BANK AND TRUST COMPANY 
OF CHICAGO 












































Statement of Condition, December 31, 1946 























i RESOURCES 
Cash and Due from Banks.......ccccccccecs $ 565,280,423.07 
United States Government Obligations Salaver'e 1,179,451,969.01 
Other Bonds and Securities.............0e6. 53,925,291.42 
Loans and DiSCOuits. «6... 660csecccees cecces “406,741,298.36 
Stock in Federal Reserve Bank.......... ae 3,600,000.00 
Customers’ Liability on Acceptances........ 2,07 1,666.37 
Income Accrued but Not Collected.......... 5,485,637.81 
Banking House........... eoeaek ae Reames 10,500,000.00 
$2,227,056,286.04 
LIABILITIES 
DPBS «0 054:6:05084660655055500s000Cs soo ee OSS eee 
ROPE cca ccloie oo so ceswegeen seieeee 2,134,435.31' 
Reserve for Taxes, Interest, and wicnasnae 12,478,871.36 
Reserve for Contingencies...........+.. ee 18,112,575.67 
Income Collected but Not Earned... aelaiaisuisiste'e 310,091.30 
SCONOD CIDE 5566s csewees sams ecinbisaieeame 60,000,000.00 
SE ae ae iS eteem a nistewialewialeipie Se eemice 60,000,000.00 
Undivided Profits. howe LEY SPN re oy eeee 35,585,318.15 





$2,227,056,286.04 








United States Government obligations and other securities carried at $133,961,981.34 are 
pledged to secure public and trust deposits and for other purposes as required or permitted by law 





Member Federal Deposit Insurance Corporation 



































































J.P. MORGAN & CO. 


INCORPORATED 
NEW YORK 
Condensed Statement of Condition December 31, 1946 





ASSETS 
Cash on Hand and Due from Banks...cee0.e. $141,364,026.70 
United States Government Securities. .....++ 358 ,3.9,7 17.86 
State and Municipal Bonds and Notes...... 13,186 869.80 
Stock of the Federal Reserve Bank.......... 1,200 0U0.00 


Other Bonds and Securities (including Shares 
of Morgan Grenfell § Co. Limited and 


Moréan §& Cie. Incorporated).......... Oye. 14 059,598.36 
Loans and Bills Purchased............00- Said 112 738,741.76 
Accrued Interest, Accounts Receivable, etc.. 2,393 433.27 





j CN eS En ee ne ‘ 3,00 1000.00 
i Liability of Customers on Letters 
' of Credit and Acceptances $7,558,326.97 

Less Prepayments. ..cesscee 90,356.00 7 467,970.97 


$653 J 740, 349.72 





LIABILITIES 
Deposits....... ees .. $574,882,174.09 
Official Checks Outstanding 9,045,285.22 $583,927,459.31 
Accounts Payable, Reserve for - Taxes, ete... 4,511,996.94 


Acceptances Outstanding and beanie of 


Paee MRSWOE: oon ns dees ascesaeae coeees since 7 558 326.97 
GARR ood we ekanwess a aigs cars asane ie rae are ae ° 20,0°0.0 0.00 
Surplus...... ee eaSeniee 20,000 00.00 
Undivided Profits. Dy ig ECR Gluieers- awweenetio Ane ta J42,566.50 

$653,749,349.72 


United States Government securities carried at $25,178,677.63 in the above 
statement are pledged to qualify for fiduciary powers, to secure 
public monies as required by law, and for other purposes. 


Member Federal Reserve System 





























Member Federal Deposit Insurance Corporation 
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is $630,000,000 more revenue than he ex. 
pected five months ago. 

For the 1948 budget year, which 
begins next July 1; he assumes a national 
income of $166,000,000,000 and forecasts 
revenues of $37,730,000,000. That revenue 
breaks down this way: 

From individuals, $19,120,000,000, 
an increase of $483,000,000 over 197, 

From corporations, $8,270,000,000, a 
decrease of $957,000,000. This decrease 
is attributed largely to the repeal of 
the wartime excess-profits tax. 

From excises, $6,118,000,000, a drop 
of $1,965,000,000 from 1947. This 
figure does not assume that Congress 
will re-enact wartime rates beyond 
July 1. 

From employment taxes, a net of 
$707,000,000 after appropriations for 
old-age and survivors’ insurance. This 
is a net increase of $107,000.000. 

From customs, $517,000.000, an 
increase of $21,000,000 over 1947. 

From other receipts, $2,999,000,- 
000, a decrease of $988,000.000. This 
decline is due mainly to anticipated 
smaller receipts from surplus-prop- 
erty sales. The 1948 figure includes 
$379,000.000 for proposed — increases 
in postal rates. 

Mr. Truman, thus, expects the Govern. 
ment to take in $2.500,000,000 less in the 
year beginning next July 1 than in the 
current budget year, even though he as- 
sumes there will be more income to tax 
next year than this year. Mr. Truman 
makes this assumption of advancing pros- 
perity in the face of widespread predic- 
tions that a business shakeout is to start 
by the time the new budget year begins. 
Mr. Truman’s own economic advisers see 
the possibility of a decline from the pres- 
ent high level of business activity in the 
coming budget year. 

Thus, the $202,000,000 budget surplus 
that Mr, Truman finds in his forecasts of 
income and outgo hangs by the rather 
uncertain thread of an advancing pros- 
perity over the next 18 months, If busi- 
ness declines, as most observers predict, 
the spending that Mr. Truman proposes 
could produce a substantial Government 
deficit for the new budget year, rather 
than the surplus that he expects. 

On the spending side, Mr. Truman’s 
estimate for the budget year beginning 
next July 1 cuts a little less than $5,000, 
000,000 off the $42,000,000,000 budget for 
the current year. Republicans argue that 
at least $9,000,000,000 could have been cut. 

Mr. Truman’s budget, therefore, may be 
quite different from the legislative budget 
to be prepared by the taxing and appro- 
priating committees of the House and 
Senate betwe_n now and February 1). 
The legislative budget, required by the 
Congressional Reorganization Act of 1946, 
is new this year. Actually, it becomes more 
important than Mr. Truman’s budget, be- 
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cause Congress, and not the President, 
does the appropriating. 

Since Mr. Truman’s budget is due for a 
severe working over, the expenditures it 
proposes for the coming budget year should 
be examined to see where Congress might 
find the economies to offset the tax cuts 
Republican leaders are promising. 

The spending breakdown below is some- 
what different from that used in the off- 
cial budget, which this year adopts a new 
method of grouping expenditures. For 
convenience in making comparisons with 
other years, the figures here are grouped 
on the old basis, the same basis used by 
the Treasury in its daily statement. 

National defense is set up in Mr. Tru- 
man’s budget for $13,139,000,000. Of that, 
the Army gets $7,367,000,000 and the 
Navy $4,420,000,000. The Army and Navy 
asked considerably more than that. And 
yet, now that the proposals have been 
Jaid out in detail, Republicans may find it 
possible to cut these defense outlays by 
as much as $2,000,000,000, mostly in ci- 
vilian activities. 

Veterans’ programs, the second biggest 
item in the budget, are estimated to cost 
$7,001,000,000. This, on the old basis of 
classifying- expenses, is $517,000,000 less 
than veterans’ outlays this year. This re- 
duction is due to an expected sharp decline 
in the cost of handling the insurance pro- 
gram, and does not represent a curtailment 
of veterans-aid programs. Congress _ is 
unlikely to do any major cutting in this 
category, although some administrative 
economies may be possible. 

Interest on the public debt, the third 
biggest budget outlay, is estimated at 
$5,000,000,000 for the new year, an in- 
crease of $50,000,000 over this year. There 
is almost no room for economy here, 
because interest rates on Government 
securities already are at a record low 
point. 

Tax refunds, estimated at $2,127,000,- 
000 this year, are down for $2,049,000,000 
in the 1948 budget year. This is a fixed 
charge that won’t yield to economy, al- 
though Mr. Truman’s estimate of the cost 
may be a little high. 

Terminal-leave pay apparently is to 
cost less than originally expected. Earlier 
estimates ran at least $2,700,000,000. Now 
Mr. Truman figures the cost will be 
$1,900,000,000 this year and $250,000,000 
next year, a total of $2,150,000,000. 

These five items, all connected with the 
cost of war, add up to $27,439,000,000 in 
Mr. Truman’s budget. Of the five, only the 
$13,139,000,000 proposal for national de- 
fense offers Congress any room for major 
cutting. And the Army and Navy will 
resist Congress’s efforts to economize in 
this field. 

International finance is another budget 
item that offers little leeway for economy. 
Mr. Truman proposes outlays of $1,930,- 
000,000 for this purpose, which allows for 
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“Hallowell” Deluxe Shop Furniture of 
Steel combines smart appearance with 
sturdy construction and up-to-date util- 
ity. A wide choice of shelves, cabinets 
or drawer combinations make these 
“Hallowell’’ DeLuxe desks the choice of 
shop offices. Write for the “Hallowell” 
Catalog for further information. 

“Unbrako” and ‘‘Hallowell’’ products 
are sold entirely through distributors. 
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As you sit and read this impor- 


tant news of national affairs, 


may we remind you that two 
hundred and fifty thousand 


other subscribers are doing ex- 


actly the same thing. 





Advertisers in this magazine 
each week realize the full sig- 
nificance of such an important 


audience. 
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Dinance Week 


only two items—$1,200,000,000 toward the 
British loan and $730,000,000 for Export- 
Import Bank loans. This year’s estimate 
of $4,026,000,000 includes $1,500,000,000 
for the British, $1,025,000,000 for Export- 
Import Bank loans, and smaller items for 
this Government’s commitments to the 
Philippines and the Bretton Woods organ- 
izations. However, a proposed new item 
of $326,000,000 for foreign relief is likely 
to run into trouble in Congress. 

Aid to farmers is set up for $1,367,000, 
000. That is an increase of $274,000,000, 
Savings here will depend, in large degree, 
upon how much support the Government 
has to give to major farm commodities to 
keep prices up to 90 per cent of parity. Mr, 
Truman estimates the cost of those sub. 
sidies at $336,000,000 during the year be- 
ginning next July 1. Actually, it could run 
less or a great deal more. 

Social Security, relief and retirement 
funds are estimated to cost $1,758,000,000, 
an increase of $129,000,000 over this year, 
Some cuts may be possible here. 

Public works and housing, at $2,072, 
000,000, offer more leeway for cutting. Of 
this, Mr. Truman estimates housing costs 
at $634,000,000 and public works at 
$1,438,000,000. The latter figure includes 
$689,000,000 for flood control and rivers 
and harbors, $425,000,000 for public roads 
and $178,000,000 for reclamation projects. 
Cuts of $300,000,000 to $500,000,000 may 
be made here. 

General government. The cost of run- 
ning the regular departments, bureaus and 
agencies, is estimated at $2,571,000,000, 
an increase of nearly $700,000,000 over this 
year. In this field, Congress probably will 
seek savings of around $500,000,000. 

Other costs come to $391,000,000, as 
shown in Mr. Truman’s budget. 

As it all adds up, Congress may be 
able to find economies that will trim Mr. 
Truman’s budget down to $34,000,000,000, 
or even less. The Republican majority is 
bent on finding room for a 20 per cent cut 
in personal income taxes, and can be ex- 
pected to make whatever spending cuts 
are necessary to offset that revenue loss. 

With revenues of $37,730,000,000, Con- 
gress may be able to find a leeway of 
$3,730,000,000 for tax cuts and debt re- 
tirement. If excises are held at present 
levels throughout the next budget year, 
Congress would have nearly $5,000,000,000 
to play with. The reductions in personal 
income taxes proposed by Representative 
Knutson (Rep.), of Minnesota, chairman 
of the House Ways and Means Committee, 
would cost about $3,350,000,000. 

The hitch is that these figures make no 
allowance for the business decline that 
now is being widely forecast. Such a de- 
cline would reduce revenues and increase 
expenses. Therefore, the tax cuts that Con- 
gress expects to make could get the Gov- 
ernment into budget trouble in the year 
to come. 
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Epitor’s Nore: Brief letters of com- 
ment and suggestions are invited. Those 
not intended for publication, and those 
with which writers desire to have only 
initials used, should be so marked. 


Portal Pay at Skiiled-Work Rate? 

Sir:—After reading your article, “Re- 
definition of Work Time” (USN, Jan. 3 
1947). it seems to me the Justices of the 
Supreme Court have completely over- 
looked the contractual rights of employers 
in making their decision concerning pay- 
ment to employes from the time they 
enter the premises of the employer. 

The employer contracts with the em- 
ploye (through a union agreement) for 
the worker to provide a certain skill for 
which he is paid a specific wage per hour. 
When the worker is not providing that 
skill he should not be paid the wages 
which go with that skill. Why should the 
employer be compelled to pay an em- 
plove any more than the national mini- 
mum wage for “walking,” “changing 
clothes.” “washing up,” which can be 
performed by any 6-year-old child just 
entering the first grade of common school, 
and who has no education, skill or ex- 
perience? 

Also, as the decision now stands, it com- 
pels employers to pay a varied rate of 
wages to employes for performing the 
same “so-called work” from the time of 
entrance until the emploves actually be- 
gin exercising their particular’ skill for 
which they were hired at rates of pay 
commensurate with their skills. For  in- 
stance. in one plant some men are being 
paid 8744 cents per hour and others up 
te $1.50 per hour for “walking,” “chang- 
ing clothes” and “washing up.” 

This is just another illustration of the 
unfairness of the Supreme Court decision. 
Coral Gables, Fla. L. A. WitkIns 


* * * 


Of Politicians and Statesmen 

Sir:—In your article. “Our New Crop 
of Lawmakers” printed in the January 
3, 1947 issue of The United States News, 
giving the make-up of the present Con- 
gress, the breakdown consisted of profes- 
sional, educational and = military back- 
grounds. 

Based upon the comparisons in the fol- 
lowing thought expressed almost a cen- 
tury ago, what would be your breakdown 
as to politicians and statesmen? 

“A politician thinks of the next election: 
a statesman of the next generation. A poli- 
tician looks for the success of his party: 
a statesman for that of his country. The 
statesman wishes to steer, while the poli- 
tician is satisfied to drift.” 


Hudson, N.Y. Paut J. DELANEY 
JANUARY 17, 1947 








No.7 THE PUZZLE OF THE FARMER, 








| AVD HIS FOUR SONS 


























A farmer had a square piece of land which he wished to 


divide equally between his four sons. But hard times fell 
on him, and he was forced to sell one quarter of the land. 
.. How did they divide the remaining three-fourths so 
that each of them boys of his’n had an equal share, and 
all four tracts were exactly the same shape? 
In these days of puzzling cost shifts and hard times a-com- 
ing, that farmer’s dilemma is duck soup compared to most 
production problems. 
The chances are that turning accounts for 25 per cent 
or more of all the machining time in your plant — the 
chances ore that this is your major production expense. 
There are cases in our files of savings of hundreds of 
dollars a month in the manufacture of a single part by the 
use of Jones & Lamson machines. Our Turret Lathes and 
Fay Automatic Lathes are designed specifically for the 
most efficient use of carbide tools. 
Be skeptical of the production efficiency of all metal turn- 
ing equipment in your plant. 
Telephone or write for a Jones & Lamson engineer who 
will be glad to consult with you on all phases of your 


metal turning problems. 


Jones & Lamson Machine Co. 
Springfield, Vermont, U.S.A, 


Monvfacturer of: Universal Turret Lathes * Fay Automatic Lathes * Automatic Double-End 
Milling and Centering Machines « Automatic Thread Grinders * Optical Comparators 
¢ Automatic Opening Threading Dies and Chasers * Ground Thread Flat Rolling Dies 
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Disciplined Career as Basis for General Marshall's New Role 
...Go-Slow Policy of Senator Millikin on Tax-Cutting Proposals 


GEORGE C. MARSHALL, the new 
Secretary of State, takes over a job that 
is expected to add fresh climaxes to an 
already climax-filled career. General of the 
Army Marshall assumes, first of all, the 
burden of reinforcing the peace he did so 
much to win. Beyond that, he automati- 
cally becomes a strong 1948 presidential 
prospect. He also is next in line for the 
Presidency in the event of President Tru- 
man’s incapacitation. 

In addition, the General is the first 
professional military man ever to head 
the State Department, a factor that is 
arousing much comment. He brings a new 
force, a new personality, new ideas into 
the Cabinet. In effect, he is a new-style 
Vice President, with powers and duties 
much broader than those usually associ- 
ated with that office. 

As he begins his duties, he has the solid 
support of the President, Congress and 
the people. General Marshall, however, 
faces responsibilities and problems that 
pose questions as to how long this solid 
support may continue. The possible turns 
of events are many. They are conditioned 
largely by his character and _ personality. 
He is well known, but many revealing 
details of his life have gone unnoticed. To 
look into General Marshall’s future as, in 
this framework, it now appears: 

The Presidency. President Truman, 
by the Marshall appointment, has delib- 
erately created a powerful potential rival 
for the 1948 Democratic presidential nom- 
ination. Some observers see signs that 
Mr. Truman may withdraw in Gen- 
eral Marshall’s favor, to give his party 
the strongest possible nominee in a year 
of great Republican strength. Another 
view is that Mr. Truman, planning to 
run again, would like to strengthen his 
ticket by giving the General the vice- 
presidential nomination. 

Several obstacles are in the way, how- 
ever. 

Labor’s viewpoint. Organized 
does not like military men. It thinks of 
them as being always ready to call out 
the troops in the event of strike emer- 
gencies. And, without the vote of 
labor a Democratic candidate is severely 
handicapped. 

Organized labor already has had one 
brush with the General. The latter, then 
Chief of Staff. returned from a war mis- 
sion late in 1944 to find strikes threatened 
on the railroads and in the steel mills. 
The Army had taken over the railroads 
as a preventive measure. 

General Marshall knew, but the public 
did not, that Turkey was on the verge of 
entering the war on the Allied side, but 
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labor 


was scared off because the strike situation 
threatened to prevent the immediate de- 
livery of much-needed American war sup- 
plies to that country. ; 
Deeply disturbed, the General called a 
small press conference and, speaking off 
the record, said the threatened strikes 
meant many more American casualties. 
The statement, even without General Mar- 
shall’s name attached, made big headlines. 
Later the origin of the statement leaked 
out. William Green, president of the AFL, 
denounced the General and called his re- 
marks “irrational, uninformed and inflam- 
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. . . two prospects for ‘48? 
matory.” Labor has not forgotten the 
incident. 

Political organizations. Big-city politi- 
cal machines, on which a Democratic 
presidential nominee is heavily dependent, 
do not like Army men either. Army men 
are not inclined to play politics. A| man 
of General Marshall’s proved integrity 
would want the ablest men available 
in making appointments, regardless of the 
demands of party workers. 

Another obstacle lies in the desires of 
the General, himself. 

The General’s objections. Any presi- 
dential or vice-presidential nomination 
would have to be in the nature of a draft. 
General Marshall is no more than nor- 
mally ambitious, and, having served in 
the position of Chief of Staff, he has 
achieved his greatest ambition. He does 
not like politics. 

“T positively never will have anything 
to do with polities,” he once said. “I don’t 


know anything about it. I don’t want to 
know anything about it.” 

Presidential talk could, however, em- 
barrass his relations with both President 
Truman and Congress. The General might 
find it necessary to make an emphatic 
disclaimer of any presidential 
Such disclaimers, however, ordinarily do 
but little to slow down a presidential 
boom. 

The General’s principal desire, at 66, 
is comfortable retirement at his colonia! 
home in Leesburg, Va., where there are 
horses to ride, fences to be painted and 
apple trees to be pruned. A man of deep 
patriotism, he is, however, unusually re- 
sponsive to calls to public duty, as was 
shown by his undertaking the recent mis- 
sion to China, and now by his acceptance 
of a place in the Cabinet. General Mar- 
shall must be included in any talk of 1948, 

The General and Congress. Mean- 
while, he has a prickly problem in Con- 
gress, and particularly in the Senate. The 
country’s present foreign-policy line was 
evolved by former Secretary James F. 
Byrnes in deep collaboration with Senator 
Arthur H. Vandenberg, of Michigan, and 
Senator Tom Connally, of Texas. 

Mr. Vandenberg is the Republican leader 
on issues of foreign affairs. In the same 
way, Mr. Connally leads the Democrats. 
Both consider present policy the best that 
could be evolved. Any deviation from it, 
as General Marshall develops his own 
policy, might bring important opposition. 
Senate support that confirmed his appoint- 
ment unanimously could be abruptly shat- 
tered. This could be particularly true 
among the Republicans, if the Marshall 
presidential boom shows any important 
growth. 

As Secretary of State, however, the Gen- 
eral, a man who by both will and training 
works easily in co-operation with others, 
is expected to take the Senate Foreign Re- 
lations Committee, or its key members, 
into his confidence as international events 
develop. Like Mr. Byrnes, he has firmly 
in mind the fact that all treaties must be 
ratified by two thirds of the Senate. 

Department shake-up? To add to 
the new Secretary’s problems, there are 
insistent demands that the State Depart- 
ment be reorganized and made adequate 
to its new place in world affairs. Gen- 
eral Marshall is the fourth Secretary of 
State in little more than two years. Two 
Byrnes and Exward 
R. Stettinius, Jr., instituted partial re- 
organizations. Between 1943 and 1946, 
the State Department’s personnel more 
than doubled and its responsibilities and 
duties increased too rapidly, in the opinion 
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—Harris Ewing 
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THE GENERAL WITH THE CHIANGS 


...@ biography by his wife revealed deliberate self-discipline, previous duties revealed his talents 


of some observers, for reorganizations to 
keep pace. 

There are suggestions that General Mar- 
shall may try to co-ordinate the Depart- 
ment’s intelligence operations and _ public- 
information activities along staff lines 
familiar to him in the Army. In this proc- 
ess, the staid Department probably is to 
get a sample of the General’s mettle. A 
kindly, considerate, and humane official, 
General Marshall possesses a great toler- 
ance for almost everything except  in- 
efficiency. 

He is accustomed to having his orders 
obeyed and transmitted into action with- 
out delay. He has patience for most things 
except excuses. He is a firm disciplinarian, 
and has no hesitancy about lopping off 
official heads. if improved administration 
will result. There is much curiosity as to 
whether he will turn to military men for 
his principal aides. 

Military mind. The usual objection to 
military men in high civilian office is that 
they are unresponsive to public opinion. 
The General’s friends contend that this 
cannot apply to him. For proof they point 
to the rapidity with which the wartime 
Army was demobilized. 

For the General, this was a_ painful 
process. He anxiously watched as_ his 
formidable force shrank to a point below 
what most Army men considered the 
minimum needs of the country. But, with 
the war over, the people wanted their 
soldiers back home. And General Marshall 
responded. 

Others with a military background have 
headed the State Department, but none 
of them was a soldier by career. They were 
veterans of this country’s various wars, and 
no more to be considered military men 
than was Cordell Hull, for the reason that 
he served in the Spanish-American War. 
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General Marshall, by contrast, has been in 
the Army since 1902. 

Opinions. General Marshall’s economic 
views have been only partially disclosed, 
but his close association with President 
Roosevelt and Harry Hopkins give New 
Dealers a kindly feeling toward him. In 
New Deal days he was enthusiastic about 
the Civilian Conservation Corps, which, 
as an Army officer, he helped to establish, 
but of his attitude toward other New Deal 
ventures, there is no record. 

His recent report on the Chinese situ- 
ation reveals him, however, as deploring 
the dominance of the military there, criti- 
cizing the extremists of both wings and 
urging that liberal elements of all factions 
be placed in control. To many minds, the 
report suggested a man of mid-road eco- 
nomic views. 

Russia and England. General Mar- 
shall has met the principal statesmen of 
Russia and England with whom he must 
deal. Remembering his conduct of the 
war, they have a high regard for him. 
These contacts took place at the various 
meetings of the Big Three that he attend- 
ed with President Roosevelt, and at the 
Potsdam Conference, to which he went 
with President Truman. 


Such activities, his work on_ the 
Combined Chiefs of Staff, and the Chi- 
nese mission comprise General Mar- 
shall’s somewhat limited diplomatic ex- 
perience. 


In China, however, he displayed qualities 
that observers think will be useful in the 
broader field of the general peace settle- 
ment. For nearly a full year he dealt 
patiently with all factions of the Chinese 
conflict. He was unruffled by a constant 
barrage of misrepresentation and propa- 
ganda that came principally from the Com- 
munists. A man of much personal dignity, 


he held himself above the strife and made 
no replies, because, he said, a single denial 
“would merely lead to the necessity of 
daily denials; an intolerable course of ac- 
tion for an American official.” 

Stalin. The General’s reaction to Pre- 
mier Stalin has been recorded. In a recent 
biography of the General, “Together,” by 
his wife, Katherine Tupper Marshall, he 
is quoted as saying upon his return from 
one of the Big Three meetings: 

“He is a_ strong leader, direct 
practical.” 

Army man. General Marshall is a man 
about whom no ill word is spoken. If 
pressed, his associates will concede that his 
memory for names is none too good, but 
they scarcely consider that a fault. 

Little was heard of the General until 
1938, when he was brought to Washington 
as chief of the war plans division. Previ- 
ously he had had the usual run of routine 
Army assignments. When Germany in- 
vaded Poland in September, 1939, Presi- 
dent Roosevelt jumped General Marshall 
over 34 senior generals to make him Acting 
Chief of Staff, and later he was given the 
full title. 

His immediate job was to prepare this 
country for any eventuality. He spent 
days arguing with congressional committees 
for preparedness appropriations. Thes 
committees found him gentle, courteous 
straightforward and often eloquent. He 
was a master of his facts who answered 
questions quickly and with a disarming 
directness. 

As war approached, and came, his ability 
as an organizer revealed itself in the ex 
pansion of the Army from 127,000 men to 
8,000,000, and in the flood of equipment 
that was provided for them. Throughout, 
he remained unassuming, unpretentious 
His dislike for publicity was so deep that. 
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if the War Department used his name in 
a press release, the public relations office 
was required, under orders, to make a re- 
port giving its reasons. 

The General very much wanted to lead 
the invasion of Europe. The command 
was promised to him, and then denied. 
Meanwhile, the President was flooded 
with protests that General Marshall was 
too valuable as Chief of Staff to be given 
any lesser duty. One of those who pro- 
tested was General of the Armies John 
J. Pershing. Winston Churchill is said, 
fnally, to have swung the decision against 
General Marshall. The General took his 
disappointment like a soldier. Earlier, he 
matter-of-factly assumed responsibility as 
Chief of Staff for the Pearl Harbor dis- 
aster. 

Self-discipline. Mrs. Marshall’s biog- 
raphy reveals him as an overworked, re- 
sponsibility-burdened husband, who un- 
failingly remembered birthdays and was 
as grief-stricken as she when her son by a 
previous marriage was killed in action in 
Italy. The book also shows the General 
as a man of deliberate self-discipline. He 
brought many of his difficulties to Mrs. 
Marshall. Once walking together, he told 
her: 

“T cannot afford the luxury of sentiment, 
mine must be cold logic. Sentiment is for 


others . . . I get so tired of saying ‘No,’ it 
takes it out of me, I am really thankful 
when I can say ‘Yes!’. . . It is not easy 


to tell men where they have failed . . 
My days seem to be filled with situations 
and problems where I must do the difficult, 
the hard thing .. . I cannot allow myself 
to get angry, that would be fatal—it is 
too exhausting. My brain must be kept 
clear. I cannot afford to appear tired, for 
I recall in the first World War that Gen- 
eral Pershing, after a long inspection trip, 
leaned back in the car to rest as we drove 
back to his quarters in Chaumont and 
those who saw him took his attitude for 
discouragement. From that small incident 
the rumor spread that things were going 
very badly.” 

Elaborate military trappings and cere- 
monies are not for the General. He wears 
few of his many decorations. He refused 
to appear in an ornate uniform prescribed 
by a previous Chief of Staff because it 
made him “look like a musical comedy 
star.” He discouraged a move to make 
him a field marshal hecause he wanted 
no rank greater than other American mili- 
tary leaders had held, and besides, he said, 
“Marshal Marshall” would sound “silly.” 
He will never write his memoirs because, 
Mrs. Marshall says, his knowledge of peo- 
ple and events is “too intimate for pub- 
lication.” 

Former Secretary of War Henry L. 
Stimson, with whom the General served 
throughout the war on terms of deep 
mutual respect and affection, tried to sum 
the General up: “General Marshall’s abil- 
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% Kansas, in the exact center of 
the nation ... and in the center of a 
5-state area with annual income of 
7¥%-billion dollars . .. is the logical 
gateway to the vast and rapidly devel- 
oping Western half of the United 
States. Eight major railroads serve 


the state; four of them, giving trans- 


© o 
Facts in figeres 
Railway main line trackage in Kansas, 
8581 miles 
State and national highways, all- 
weather surfaced, 8901 miles 
County roads, all under year-round 
maintenance, 9864 miles 
Pipelines in operation, transporting 
crude oil, gasoline and natural gas, 
8000 miles 


KANSAS IS ACCESSIBLE 


continental service, traverse from east- 
ern to western border. Four major air- 
lines link Kansas with the rest of the 
world. Transcontinental paved high- 
ways network the state in all directions. 
Kansas, being in the center, is closer 
in time and distance to ALL other 
sections of the country than any 
other point can be. To every industry 
that serves a nationwide market this 


is an important consideration. 








KANSAS INDUSTRIAL DEVELOPMENT COMMISSION 


KANSAS 


806-A Harrison Street 


William E. Long, Secretary-Director 
Topeka, Kansas 


2E MEETS INDUSTRY HALF WAY 


53 





























School @ Experience 
LEQUALS | 
Better Freight Service 


For You... 


Wabash engineers, many of them 
already veterans in handling 
freight shipments, are studying 
today for a new degree which 
they call an S.C.H.—(Specialist 
in Careful Handling)! 


An instruction car such as the 
one above is the “‘school”’ for every 
engineman on the Wabash. Here 
they study new devices and new 
techniques, renew their knowl- 
edge of equipment. 

When a “graduate” of this 
freight school is at the throttle, 
you can be sure your freight is 
being handled with care. Route 
your next shipment via Wabash 
to insure proper shipping on a 
dependable schedule. 


Cc. J. SAYLES 
General Freight Traffic Manager 


Py 
WABASH 


Sering the Heart 
of rEmerica 
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Pesple of the Week 


ity has no ceiling,” he said. “It expands 
with the job.” 

That “ceiling” now is in for a testing 
unlike any in the past. 





SENATOR EUGENE D. MILLIKIN, a 
cautious Colorado Republican, will have 
much to say about the taxes American citi- 
zens and businesses pay in the next few 
years. Senator Millikin is the new chair- 
man of the Senate Finance Committee, 
through which all revenue measures must 
pass. Also, he is chairman of the Repub- 
lican conference and a member of the 
party’s steering committee in the Senate. 

The Senator has risen to these places of 
influence in five years in office, less than 





—Harris & Ewing 
SENATOR MILLIKIN 
No helter-skelter tax cuts 


the space of a single term. He has the 
Finance chairmanship because, for one rea- 
son, Senator Robert A. Taft, of Ohio, 
chose to take another committee, leaving 
Mr. Millikin next in line. But he has risen 
rapidly, too, because his party colleagues 
have come to trust his judicious, fact-find- 
ing way of going about things. 

Senator Millikin is an unobtrusive legis- 
lator who makes few speeches and captures 
few headlines. Consequently, he is not so 
well known as his position of leadership 
would warrant. His views, especially on 
taxes, have become important. 

Taxes. Helter-skelter tax cutting has 
no friend in Senator Millikin. Before any 
action is taken, he wants to know the facts. 
He wants to see the budget figures, the 
figures on prospective national income. A 
balanced budget comes first on his agenda. 
After that, consideration must be given to 
reducing the national debt. With this done, 
he is said to think that there will be some 
room for tax reductions. 

But the method of the reduction— 
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Changes of Address 





Notice of change of address 
should be sent not less than 
two weeks prior to the date 
change becomes effective. 
Send the address at which 
copies are now being received 
and the new address at which 


you wish to receive copies. 
The United States News 


24th & N Sts., N. W., Washington 7, D. ¢ 
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People of the Week 


whether excises should be cut over all or 
selectively, whether there should be a flat, 
across-the-board cut in income taxes or 
differing reductions in various brackets— 
remains to be discussed last of all. That, 
too, must depend upon the facts. 

Row with House? The Senator’s atti- 
tude, as described by his friends, suggests 
strong possibilities of a disagreement be- 
tween House and Senate. In the House, 
Chairman Knutson, of the Ways and 
Means Committee, has introduced a bill 
that would slash taxes on incomes up to 
$300,000 by a flat 20 per cent, with nar- 
rower cuts on incomes above that figure. 

The Knutson idea, if approved by the 
House, will, of course, receive careful con- 
sideration by Senator Millikin’s Commit- 
tee, but will meet strong opposition there. 

Millikin-Taft accord. In opposing such 
tax-cutting methods, Mr. Millikin will 
have the powerful help of Senator Taft, 
who remains a member of the Committee 
and is considered the real leader of the Re- 
publicans. 

On most issues, the two Senators see 
things much alike. Each voted for the 
Case bill to restrict union activities and 
the Smith-Connally Act outlawing war- 
time strikes. Both opposed President Tru- 
man’s railroad-strike proposals. Each voted 
against the British loan, but favored an 
outright gift of money to Britain. Each 
supported the United Nations Charter. 

In other words, Mr. Taft has found in 
Mr. Millikin a colleague of a similar cast 
of mind, but one who thinks problems out 
for himself and reaches his own conclu- 
sions. Several times, each has arrived at 
the same decision, by a different process 
of reasoning. They have disagreed on some 
issues, notably the proposed continuation 
of the Fair Employment Practice Com- 
mittee, which Mr. Taft supported, and 
modified continuation of price controls, 
which Mr. Millikin opposed. 

Senator Millikin opposes the seating of 
Senator-elect Theodore G. Bilbo. He helped 
work out Republican strategy on the case 
and was one of those who developed the 
formula by which a decision on the issue 
was postponed. 

Background. Mr. Millikin came into 
the Senate by appointment, five years ago, 
and has since been elected to a full term. 
Ohio born, in 1891, he went to Colorado 
in 1910. He was graduated from the Uni- 
versity of Colorado and its law school, and 
got a taste of politics from 1915 to 1917 
as secretary to the Governor of the State. 
He was in the Army from 1917 to 1919. 

After that he settled down to a grow- 
ingly prosperous law practice. It dealt to 
some extent in corporate matters, but ran 
principally to oil, gas and mining claims. 

Highly popular with other Senators and 
much admired for his ability, the Senator 
is counted upon for an important part in 
the leadership as the Republican legis- 
lative program unfolds. 
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Isn’t it obvious why top-flight 
Industry selects Santa Clara County ? 





It’s no secret why Santa Clara County is outstripping the 
rest of the Pacific Coast in rate of industrial growth. 


Manufacturers follow markets—and the Coast is growing 
far more rapidly than any other section of the country. 


Santa Clara County’s location is at the population center 
of this vast new market—and it’s just good horse sense to 
locate in the center of things. 


Best of all—the other advantages that make for profitable 
production and distribution are just as outstanding in 
Santa Clara County as its key location. 


WRITE FOR THIS FREE BOOK 


This 36-page book tells all of the vital facts 
about industrial Santa Clara County. We'd 
like you to have a copy. Write on your busi- 
ness letterhead. 





DEPT. U — SAN JOSE CHAMBER OF COMMERCE « SAN JOSE 23, CALIF. 


SANTA CLARA 














COUNTY 24éon 


The population center of the Pacific Coast 
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HOW TO MAKE SURE 





A sure way to unbalance a company’s 
books is through employee dishonesty. 
If your books showed a shortage, would 
you make a red ink entry and assume 
the loss? Or would you call your insur- 
ance agent, secure in the knowledge that 
a check covering the amount of the 
defaleation would quickly bring your 


books back into balance? 
















BOOKS WILL BALANCE 


Especially today, your company vitally 
needs the protection of Fidelity Bonds 
... not only to make good cash losses, 
but also to guard against theft of mer- 
chandise, stamps and other valuable 
property. Make sure that your company 
will not have to assume such losses... 
See the U. S. F. & G. agent in your 


community today. 


as you would your Doctor or Lawyer’’ 
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affiliates 


FIDELITY & GUARANTY CO. 


HOME OFFICE: BALTIMORE 3, MD. 


FIDELITY & GUARANTY FIRE CORP., BALTIMORE 
FIDELITY INSURANCE CO. OF CANADA, TORONTO 
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24th and N Streets, N. W. 
Washington, D. C. 
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A few figures help to show what's happening that can affect the business 
prospect, what is occurring to the spending power of consumers. 

In 1944 dollars, picture given by Mr. Truman's economic advisers is this: 

In 1935-39, per capita income was $623, of which 8.6 per cent was saved. 

In 1944, per capita income rose to $995, of which 28.3 per cent was saved. 

In 1945, per capita income in 1944 dollars shrank a bit to $978, of which 
23.8 per cent was saved. Prices rose faster than income that year. 

In 1946, income per capita in 1944 dollars started at $950 in the first 
quarter and by fourth quarter had shrunk to $880. Of this only 9.5 per cent was 
saved as rising prices put a Squeeze on purchasing power. 

What those figures mean is this: 

1. Purchasing power of individuals is tending to contract somewhat. 

2. Individual savings can't or won't be squeezed further to release more 
dollars for current spending as an offset to the effect of rising prices. 

Thus: If current levels of prices and of business activity are to be held, 
expanded sources of demand need to be opened. In fact, U.S. industry is ex- 
pected to turn out 5 per cent more goods in 1947 than in 1946, so that demand 
will need to be expanded unless some business is to face a squeeze. 











Outlook for new sources of demand for goods is described like this: 

Accumulated savings probably will not be drawn upon heavily in 1947. 

Installment sales are rising rapidly and will underwrite wide demand for 
consumer durables, but long-range dangers are seen in that trend. 

Exports of goods may be maintained, but probably will not be larger. 

Inventory accumulation, amounting to $6.000,000,000 net in 1946, is not 
likely to go on at anything like that rate, and may go into reverse. 

Spending by Government is likely to be at an annual rate that is at least 
$5,000,000,000 below the tax "take" by Government in first half, 1947. Instead 
of being a Support to the economy, Government will drew awav dollars. 

Investment, then, remains the big hope as a source of 1947 expansion. 

But investment in new construction, in new plant facilities may not expand 
and might even contract owing to the reaction to present high prices. 

That's the picture that Mr. Truman drews in his first economic report based 
upon the advice of his new Council of Economic Advisers. It, essentially, is a 
bearish report, although its implications must be dug out and are not put on 
parade for all to see without diggins. The report suggests that, over all, out- 
put of goods will be larger, demand at present prices smaller than in 1946. 

This means that something will have to give. 








Remedies suggested by the President's advisers are these, briefly: 

l. Price reductions should be made voluntarily by business, so that income 
available for spending will go further, so that snending power will rise. 

2._Wese increases should be given by industry on a selective basis. 

3._A modified New Deal should be legislated by Congress. 

Chances that suggestions 1 and 3 will be accented are cuite remote. It is 
probable, however, that some wage incre>sesS will be negotiated in 1947 by big 
industries, but there is no certainty that those wage increases will not then 
be accompanied by further price rises, instead of price declines. 

You get this story on page ll. 








(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Tax-cut prospect is rebated to Congress action on Mr. Truman's budget. 

Spending cuts of $3,000,000,000, to $4,000,000,000 are indiested 

Tax cut of 10 per cent for individual incomes is the least to expect. 

Cut in taxes of 20 per cent might have to override a Truman veto. Any cut 
in taxes is opposed by the President in light of his spending plans. 

A 20 per cent tax cut will depend on quantity of water squeezed out of the 
President's budget, on how ready Congress is to go into the painful process of 
Shaving down spending plans sponsored by the White House. 














When Congress gets through with Mr. Truman's budget: 

Military spending is likely to be cut at least $2,000,000,000. Cuts will 
be made mainly in the civilian side of military spending. 

Government departments, bureaus and agencies may be cut about $500,000,000. 

Public works may be trimmed $300,000,000 to $500,000,000. Mr. Truman is 
proposing big expansion in rivers and harbors and other public works. 

International relief may provide savings of around $300,000,000. 

Chances are that Congress, if it tries, can whittle the budget to a level 
of $34,000,000,000, or even less. That compares with prewar $9,000,000,000. 
And that budget will be for the year starting next July 1, not this year. 

In this year it is quite improbable that the Government will be able to 
spend all of the $42,500,000,000 Mr. Truman expects it to spend. To spend that 
much, Government agencies will need to speed up greatly their spending rate. 

The story of Mr. Truman's budget is given on page 44. 














A more realistic budget is likely to show more nearly this picture: 

Income, $36,500,000,000 in year starting July 1, assuming no tax cut and 
some downward adjustment in business activity and taxable income. 

Outgo, $34,000,000,000 after Congress does its trimming. 

Available for tax reduction or debt cut, $2,500,000,000. 

Tax cut of 20 per cent would cost $5,100,000,000. 

A cut _in excises, now due July 1, is likely to be forestalled by Congress 
in order to make room for a cut in income taxes. 

Excise tax cut, if made, would be selective, but it may not be made. 

Income tax reduction of between 10 and 20 per cent for individual incomes 
will be favored by Congress as an incentive, even if it should involve delay in 
the time when the budget is balanced and debt reduction can really begin. 

Drastic reductions are likely to occur in the budget for the year that is 
to begin July 1, 1948. Eventually a $25, 000,000,000 budget is to be possible. 














Savings-bond sale is to be continued even when debt is being reduced. 

Interest rate on Government bonds is to be kept low and stable. 

Debt financing will be directed toward getting bonds out of banks into the 
hands of individuals. Net effect will be to reduce money supply. 

Second-class postage increase will be pushed by the White House. Chances 
are that any increase, if made, will be moderate, not sharp. 

Tax reduction on 1947 individual income is so strongly opposed by the 
President that Republican planners may run into a snag on that issue. 

















Labor-law outlook is clarifying a bit, is shaping in a way that will not 
cheer labor leaders. Labor unions definitely are in for reduced power. 

Restrictions on unions as taking shape are described for you on page 28. 

Closed shop is not likely to be outlawed, but it might be limited. 

Industry-wide bargaining may not be curbed this session. 

Many important changes, however, are to take place. 











Big strikes remain improbable in the basic industries. 
Wage issues are being settled on basis of increases of 10 to 20 per cent, 
mostly on basis of 10 to 15 cents. Union leaders are moving cautiously. 
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he Most IMPORTANT Million 
in a Most IMPORTANT Market 





- Selling Significance of 
SELECTED Mass Cireulation 





-Sacts for SALES-Minded Men 





Chicago Daily News 
Families Are Divided 
Into the Following 
Income Groups: 


Over $7.199......10.8% 
$5.000 to $7.199. .13.9%, 
$3.000 to $4.999. .39.6%, 
$2.000 to $2.999. .23.3% 
Below $2.000....12.4% 





These figures were obtained by an 
independent survey, conducted ex- 
clusively among regular Daily News 
readers, representing a valid cross- 


section, house-to-house sampling. 











Chicago is a BIG city—hence a BIG market. This 
BIG city’s favorite HOME newspaper is the Chicago 
Daily News. It has more than a MILLION readers, 
That’s a BIG audience. 


But the size of the Daily News circulation is not its 
only merit. There is another and greater one. The 
MASS circulation of the Daily News is SELECTED cir- 
culation. The full meaning of the word SELECTED is 
quickly apparent when you read the figures in the 
INCOME PANEL at the left of this text. 


Even a five-minute study of these figures will im- 
press—and convince—any sales-minded man. They 
speak volumes—sales volumes. They outline a rich 
CONCENTRATION of buying power. They identify 
people who can buy not alone in quantity, but who 


can enjoy a great variety of purchase, 


Sales-minded men will talk to Chicago’s most IM- 
PORTANT million first, through the SELECTED mass 


circulation of the Daily News. 


CHICAGO DAILY NEWS 


For 71 Years Chicago’s HOME Newspaper 
JOHN 8S. KNIGHT, Publisher 


DAILY NEWS PLAZA: 400 West Madison Street, CHICAGO 
LOS ANGELES OFFICE: 606 South Hill Street 
NEW YORK OFFICE: 9 Rochefeller Plaza 


DETROIT OFFICE: 407 Free Press Building 
SAN FRANCISCO OFFICE: Hobart Building 























Ambassador of Good Will 


x this country’s most effectual ambassa- 
dors of good will are the telephone, wire, 
cable and radio services supplied abroad by 
IT&T—America’s largest overseas communica- 
tions enterprise. All over the world, these ser- 
vices along with their associated manufacturing 
plants and laboratories have gained prestige and 


friendship for the country as weil as the company 


67 Broad Street, New York 4, N. Y. 


of which they are a part. Providing impetus to 
commerce and facilitating exchange of informa- 
tion and understanding, IT&T has made a direct 
contribution to better living everywhere. By pool 
ing its world-wide technical developments at 
American Research Headquarters, IT&T speeds 


improvement of communications methods and 


equipment everywhere. 


INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 


America’s World-Wide Leader in Communications, Electronic Research and Precision Manufacture 
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MR. TRUMAN’S 1947 PROGRAM 
ON FINANCE, BUSINESS, LABOR 


Messages Urging Congress to Continue Present Tax Rates, 
Step Up Housing Efforts, Increase Social Security 
And Pass Laws to Regulate Union Activities 


Ww w Ww 


(Following is the text of the general recommendations from President Truman’s message of 
Jan. 10, 1947, transmitting the federal budget to the 80th Congress; full text of the recom- 
mendations in his first annual economic report, prepared as required by the Employment 





Act of 1946 and presented to Congress January 8; and full text of the recommenda- 


| tions on labor laws from his message on the state of the union, delivered January 6. 


Ww Ww w 








) 
PRESIDENT’S BUDGET RECOMMENDATIONS 
To the Congress of the United States: These recommendations would reduce expenditures to $37,- 
I am transmitting the budget for the fiscal year 1948. It 100,000,000 and increase revenues to $38,900,000,000. We would 
includes recommendations for the entire federal program. then have a budget surplus of $1,800,000,000. 
Expenditures under existing and proposed legislation are As long as business, employment, and national income 
estimated at $37,500,000,000 and revenues under existing tax continue high, we should maintain tax revenues at levels that 
t laws at $37,700,000,000, leaving a very slight margin of surplus. will not only meet current expenditures but also leave a 
I strongly recommend that the Congress take early action to surplus for retirement of the public debt. There is no justi- 
3 continue throughout the fiscal year 1948 the war excise tax fication now for tax reduction. At today’s level of economic 
rates, which, under the present law, will expire July 1, 1947. activity, our present revenue system will not yield so much in 
My declaration of the end of hostilities on Dec. 31, 1946, was 1948 as in the current year. We shall no longer collect large 
not issued in order to achieve tax reduction. I considered it sums from the excess-profits tax, and sales of surplus property 
essential that war excise tax rates be retained, but I also con- will decline. 
sidered it necessary to terminate the “state of hostilities” as Revenue estimates are, of course, to a very large extent 
soon as it became possible to do so. determined by the level of business activity. In this budget, it 
I also recommend that the Congress increase postal rates has been assumed that, with minor fluctuations, business ac- 
1ON sufficiently to wipe out the postal deficit. tivity will average slightly higher than in the calendar year 
4 
aa 
cture 
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1946. A recession in business would cause tax yields to drop. 
In addition, the cost of supporting agricultural prices and 
payments to unemployed veterans would increase. Should such 
a recession occur, it would be a temporary slump growing out 
of transition-period difficulties and would call for no revision 
in our budget policy. 

For the fiscal year 1947, it now appears that receipts will 
amount to $40,200,000,000 and expenditures to $42,500,000,000. 
The $1,000,000,000 increase in expenditures over the August 
estimate occurred largely in veterans’ programs. For example, 
many more veterans than had been expected decided to go to 
college or enroll for job training. We cannot regret this demand 
for education, but it illustrates the kind of uncertainty that 
cannot be eliminated in preparing our estimates. 

The deficit for the current fiscal year would have been larger 
if executive action had not been taken to place expenditure 
ceilings on some activities and to hold them well below the 
amounts available under appropriations already made. The way 
the various departments and agencies of the Government, 
particularly the War and Navy departments, have succeeded in 
cutting their expenditures is gratifying. Although public works 
could not be cut so deeply as anticipated in August without 
causing a wasteful stoppage of work already under way, we 
shall still show a substantial saving in this fiscal year for these 
programs. 

This budget meets our basic requirements for federal pro- 
grams at home and abroad for the fiscal year 1948. The Federal 
Government must not only fulfill its contractual obligations; it 
must also provide the services that are necessary for the welfare 
and the progress of the nation. We have to carry our proper 
share of the expense of building world organization. We must 
make effective provision for national defense. 

We have many other commitments, both international and 
domestic, that must be honored. In fact, a very large part of all 
our expenditures in the fiscal year 1948 will be required to meet 
commitments already made. The budget is designed to meet 
these needs, and to execute every program with strict economy. 

The reconversion of wartime military and civilian services 
was far advanced during the calendar year 1946. Of 26 emer- 
gency war agencies in operation shortly before V-J Day, only 
5 remain, and 3 of these are winding up their work. Two 
others—the War Assets Administration and the Office of Tem- 
porary Controls—have been added to help close out the war 
program. The 1948 budget assumes a reduction of civilian 
employment in the Government as a whole to less than three 
fifths of the wartime peak number—in addition to the heavy 
shrinkage of the armed forces. 

The Government has been exerting every effort in the wake 
of the war demobilization to strengthen and make efficient its 
internal organization and administrative methods. It is es- 
sential that citizens receive maximum service for their tax 
dollars, and the Administration plans further intensive measures 
to improve the administrative practices, organization, and effi- 
ciency of the departments and agencies. 

But the cost of peacetime services has risen strikingly as com- 
pared to these costs before the war. Prewar figures can no longer 
be used as a yardstick. Although Government wages have not 
been raised so much as private wages, the cost of supplies has 
risen in line with the cost of goods in private markets. Further, 
the population to be served has grown since 1939 by 10,000,000 
people, adding proportionately to the demand for many public 
services. Many normal maintenance items had to be postponed 
on account of the war, and cannot be further neglected. Normal 
services which were cut during the war have to be restored. 

Let me now review the expenditure side of the budget, taking 
first the large items which practically determine the size of the 
total. 

1. Interest on the national debt will be $5,000,000,000. 
This is an obligation that must be met. 

2. Refunds due under the tax laws are estimated at $2,100,- 
000,000. These are fixed obligations under present law. 

These two items total $7,100,000,000. 
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3. National defense is estimated at more than $11,260,009. 
000, almost all for the operating expenses of the Army an¢ 
Navy. Though we expect the United. Nations to move succes. 
fully toward world security, any cut in our present estimate fo; 
1948 would immediately weaken our international position. Thi 
large part of the budget, in my judgment, represents a prope 
balance between security and economy. 

The total so far is $18,300,000,000. 

4. International affairs and finance will call for $3,500,000. 
000, a sharp reduction from the $6,400,000,000 required in the 
fiscal year 1947. We still have contractual commitments to make 
good in connection with our loan agreement with the Unite; 
Kingdom and under the reconstruction lending program of the 
Export-Import Bank. We must discharge our occupation fp. 
sponsibilities in Europe and the Far East. We must provid 
for war damage restoration in the Philippines and for the relief 
and resettlement of displaced people of Europe. We must cop. 
tinue to give relief to some other countries which are mos 
urgently in need. 

The work of the United Nations and the specialized organiza. 
tions associated with it is of the highest importance. We must 
not fail in our support. The Department of State, for which jp. 
creased appropriations are requested, must be prepared to carn 
an increasing load of work in the growing field of American 
foreign relations. 

Our international-affairs budget is important for peace, ge. 
curity, and our own prosperity. To reduce it would delay the 
restoration of a peaceful and prosperous world. 

The total of these four items is $21,800,000,000. 

5. Veterans’ services and benefits will cost more than $7, 
300,000,000. This country has provided generously for the suc. 
cessful return of veterans to civilian life and for the care of 
the disabled. While the cost looms large in the budget, much of 
it goes to provide education and rehabilitation which will add to 
our national strength and prosperity. The cost for veterans’ 
education, pensions, and hospitals will increase in the fiscal year 
1948; but if employment remains high, the unemployment pay- 
ments should be smaller. Veterans’ benefits under present law 
appear to be adequate. 

These five items—interest, refunds, national defense, inter- 
national affairs, and veterans—require expenditures of $29- 
200,000,000, almost four fifths of the total budget. 

6. Programs for regulation and improvement of the trans 
portation and communications systems and for development of 
natural resources will amount to $2,600,000,000. The largest 
single item is $443,000,000 for the Atomic Energy Commission 
Our major effort now must be to exploit to the full the peace. 
time uses of this great discovery. 

About $1,200,000,000 of the expenditures on these two pro- 
grams is for public works construction, and much of the rest 
is for the promotion of our merchant marine and other aids 
to transportation. 

The expenditure for the federal-aid program for highways 
rests on the Federal Government’s agreements with the States 
Air transport will be seriously retarded unless new air-navigs- 
tion facilities are promptly supplied. River-basin development 
and harbor improvement cannot be neglected without impair- 
ing efficiency in private enterprise. Most of the public con- 
struction projects are already under way. A few additional proj- 
ects, not yet started, have been provided for in 1947 appro- 





priations. 

Public construction in these and other fields contributes to the 
productive capacity and taxpaying ability of the country. The 
postponement of public works in good times and their expansion 
in hard times will make their contribution even greater. All post- 
ponable public works should be deferred at the present time. But 
the need to protect and improve our natural resources has be: 
come acute as a result of the war, and we must carry out the 
works included in this budget if we are to avoid waste. 

7. Our agricultural program will amount to $1,400,000,000. 
This includes the price supports guaranteed by law, the conser- 
ration of farm land, and our investments in rural electrification. 
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BUDGET RESUME 
Based on existing and proposed legislation* 
[For the fiscal years 1946, 1947, and 1948. In millions] 





Description 


Actual, 1946 


Estimated, 1947 


Estimated, 1948 





BUDGET RECEIPTS AND EXPENDITURES 
Excluding trust and debt transactions 


BUDGET RECEIPTS: 
General and special accounts (net): 














PEBOG COB CHIBI TORIC OR is asco oe is cdssccccssacdcceascnscascencdsnscacdeenesdccaddoesscos $37,351 
Changes under proposed legislation 379 
Net Budget receipts 37,730 
BUDGET EXPENDITURES: 
General and special accounts; and checking accounts of wholly owned 
ee corporations and credit agencies with U.S. Treasurer 
(net): 
NRSREAGTMREREY CIDE RNIN 0 Slo Sse 5 Foca cae s voied od ee da nso osidatisue davads Van ynaminadonguadsucsceaveweem 45,012 14,726 11,256 
VeGbOPSES GET VICES SHE BEHCTEG 6 5...ciccccsciicccsccscccsaccuscssascaceseocvecedzecadessees 4,414 7,601 7,343 
Intermational aflairs ANG MANGE. «.......<.ccicccccccscssccscssvscoovessssesscescsceseceee 1,464 6,394 3,510 
Social welfare, Health, And SCeurily....5..65:ccccccissicssiessssescvacccsadsvesoaccesaces 1,113 1,570 1,654 
Housing: and community faciities: 0c. ...2.520:<cc.csessccccsessvesesscccesecccscardecsen —180 544 539 
Education and General TesGare iis ....iaccciccsicecsscccsscsensscnccvassescassscassccvsnosesses 88 a 88 
Agriculture and agricultural reSOUIPCeS.................:ccccccccssscecscscssseeeeeseees 752 1,117 1,381 
Natural resources not primarily agricultural........................c.ccseseeeeeeees 257 728 1,101 
FLAREPOLCATION): AUG COMMAUBICATION..<......05.cciescccccsscssssssecssvencsecsvadecesaccectss 824 905 1,530 


MCTICRGE (DOV OURRINONN es ocd ous da sada acest cdyei nde Whi vesededecbecsbaansuasessenceeadssuserent 
WATER OM ENG UO COG ees Sissons <svecscecsconnssssacsesucsanneeodsndscasndacscscsauerines 
RUC RENTS Erae ChE BOC GENER Sic Sos 2 2528825 Peeve nacactawsedasng eciedsvdaieadesabadedisavunicssevesdeatestecee 
PUCHONU Gs LOE: COM GIEMONCIOM sooo 55s. os cae cns ca ccitsaszaassieccnsccantbosaccnaseecseeneareeut 
Adjustment to daily Treasury statement Basis 





Total Budget expenditures 


Excess of budget receipts over expenditure........................ccccccsccsccccscccccceccerees 
Excess of budget expenditures Over reCeipts................0cccccccccesccccsccsscssscsssesesseses 




















APPROPRIATIONS AND OTHER AUTHORIZATIONS | 


Appropriations (excluding appropriations to liquidate contract authoriza-| 
tions ) 





Anticipated supplemental appropriations (not included above) 


RINDI |) CSOD ISR se Or eee eal teenie el i DPE aD re prion Pr rrere rear 


IAA eae NUON NN MEUR CATED os 255-25 2c 0 ods id od ade said ss 0b nas vn guandjoedundaene 


Authorizations treated as public debt transactions....................... 


Cancellations of notes payable to U.S. Treasury....................0000. 


Total appropriations and other authorizations............................ 











| 

| $63,408 $32,204 $30,934 
NON l csetieenisiadewenel Pt ARNOTT! 
JeAgeccenone | 31,617 344 16 
iiiecbeaene —1,698 —401 1,542 
sian | OY iicsctsinicaatcnaca eee a ee 
ssoinicliabsetunal Meacanaameeaane 1,002 1,041 
eaccnaiaease 102,291 | 37,130 | 33,533 





*Estimates in this table exclude proposed extension of war excise-tax rates beyond June 30, 1947, and proposed elimination 


of the postal deficiency. 


In addition, the Department of Agriculture will continue its 
program to promote research in agriculture and better marketing 
methods. 

This brings the total to $33,200,000,000. 

8. The budget programs for social welfare, health, and 
security, and for education and general research amount to 
$1,700,000,000. This total excludes unemployment compensa- 
tion and old-age and survivors’ insurance, which are financed 
through trust-account operations that do not appear in budget 
expenditures. It does include $481,000,000 in payments to the 
railroad retirement trust fund. More than half of the remaining 
expenditures is for aid to the aged and other dependent persons. 
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The rest is largely for protection of public health, for crime con- 
trol, and for grants to States for vocational education. 

9. The federal housing program is estimated at $539,- 
000,000. The bulk of the housing expenditures is for purchase by 
the Reconstruction Finance Corp. of guaranteed home loans to 
veterans and for continued operation of revenue-producing war 
housing in overcrowded communities. 

Our social-security program and our education and housing 
programs can hardly be considered adequate. Improvements in 
these fields are seriously needed. Although this budget does not 
contemplate major extensions in the next fiscal year, I recom- 
mend that the Congress lay the legislative groundwork now for 
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the needed improvements, including general health insurance 
and a long-range housing program. 

The costs of social welfare, education, and housing bring the 
cumulative total above $35,400,000,000. 

The remainder of the budget totals $2,100,000,000. Nearly one 
third is for war liquidation, including the overhead cost of dis- 
posing of surplus property. The rest is for services to business 
and labor through the Commerce Department and Labor De- 
partment, for general functions of the Treasury, the General Ac- 
counting Office, the legislative branch, the judicial branch, and 
the Executive Office of the President, and for many other items. 
These services, with a total cost of less than 5 per cent of the 
budget, are an indispensable part of the machinery of the Gov- 
ernment. 

The budget total of expenditures thus comes to $37,500,- 
000,000. 

It has always been the Government’s duty to provide what- 
ever assistance is required to afford private enterprise a chance 
to prosper. In the nineteenth century a_ principal economic 
service of the Federal Government was the opening of the West. 
The Government acquired the territory, granted lands to set- 
tlers, gave military protection, and subsidized railroads and 
highways—thereby opening opportunities for the private ini- 
tiative of the American people. 

Today, our great new frontiers are in river-valley develop- 
ments, in air transport, in new scientific discoveries, and in ap- 
plication of the new science and technology to human progress. 
These new frontiers can be developed only by the co-operation 
of Government and private enterprise. 

Our expenditures on developmental projects are a good in- 
vestment for the Government. They increase the productive 
power of the country and make for higher living standards. 
Directly or indirectly, the Government recovers the cost in the 
form of either service charges or increased revenue yields to the 
Treasury. 

The Federal Government promotes improvements in agri- 
cultural methods. It provides many services to private enter- 
prise that could not be organized except by Government. The 
Bureau of Standards, for example, furnishes basic scientific 
data. The Weather Bureau supplies information used by thou- 
sands of farmers and business concerns and has a rapidly de- 
veloping field of work in aviation weather reporting. Maps and 
charts, as well as lighthouses, beacons, and other physical 
aids to navigation, are supplied by the Federal Government. 
Many kinds of statistical reports, required by American busi- 
ness, are also provided. 

Since 1939, our complex system for the production of goods 
and services has grown so much that more services than ever 
are required from the Government. We cannot risk retarding our 
growth by lack of roads, electric power, air-navigation facili- 
ties, engineering data, maps, education, surveys of resources, 
weather reports, protection against disease, or any other neces- 
sary instrument of progress. There is a multitude of Govern- 
ment activities which the whole nation takes for granted and 


on which our prosperity depends. 


RECEIPTS 

As previously indicated, I cannot recommend tax reduc- 
tion. The responsibilities of the Federal Government cannot 
be fully met in the fiscal year 1948 at a lower cost than here 
indicated. Even if the cost were less it would be desirable in our 
present economic situation to maintain revenues in order to 
make a start toward the repayment of the national debt. At the 
present time, in my judgment, high taxes contribute to the wel- 
fare and security of the country. 

Under the wartime tax system, millions of taxpayers with 
small incomes are called upon to pay high taxes. When the 
time comes for taxes to be reduced, these taxpayers will have 
a high priority among the claimants for tax relief. 

I have recommended that ‘the war excise tax rates due to 
expire July 1, 1947, be continued. When the time comes for 
excise tax revision, the Congress should review the entire group 
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of excise taxes rather than concentrate attention on thos 
that were imposed or increased during the war. 

Our long-run tax program must be designed to maintain pur. 
chasing power and provide incentives for a high level of pro. 


duction. 

In the corporation section of this message, legislation j; 
recommended which will require return to the 
as miscellaneous receipts of certain capital funds totaling 
$379,000,000. 

I also recommend that the Congress reconsider the exten; 
to which fees should be charged for services rendered by the 
Federal Government. While it is not sound public policy to 
charge for all services of the Federal Government on a full cost 
basis, and many services should be provided free, the Govern. 
ment should receive adequate compensation for certain. sery- 
ices primarily of direct benefit to limited groups. For example, 
I believe that a reasonable share of the cost to the Federal 
Government for providing specialized transportation facilities, 
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such as airways, should be recovered. 
BUDGET RECEIPTS 
[Fiscal years. !- millions] 


Actual, Estimate, Estimate. 








Source 1946 1947 1948 
Direct taxes on individuals $19,008 $18,637 $19,120 
Direct taxes on corporations 12,906 9,227 8,270 
Excise taxes 6,696 7,283 6,118 
Employment Taxes 1,714 1,955 2,694 
Customs 135 196 bli 
Miscellaneous receipts: 
Present law 3,480 3,987 2,621 
Proposed legislation — — 379 
Total receipts $4,239 $1,585 39,717 
Less net appropriation to old- 
age and survivors insurance 
trust fund 1,201 1,355 1,987 
Budget receipts 43,038 40,230 37,730 
Proposed continuation of war ex- 
cise rates (not included in budg- 
od 37 1,130 


et receipts) 


Receipts from direct taxes on individuals are estimated to de- 
crease from the fiscal year 1946 to 1947 because of the lower ef- 
fective individual income tax rates in the Revenue Act of 1945, 
and to increase from the fiscal year 1947 to 1948 because of 
higher incomes. Direct taxes on corporations decline in the fiscal 
year 1947 and further in 1948 largely because of repeal of the 
excess-profits tax, 

The excise tax estimates increase in 1947 because of increased 
consumer demand and increased production, and decline under 
present law in 1948 because of the expiration of the war tax rates 
of the Revenue Act of 1943. The employment tax estimates 
show increases in both fiscal years, due in 1947 mostly to larger 
pay rolls, and in 1948 mostly to increases in rates as provide 
by law. Miscellaneous receipts increase in 1947 over 1946 largely 
because of increased receipts irom disposition of surplus property 
and decline in 1948 largely because of a decline in surplus-prop- 


erty receipts. 


BORROWING AND THE PUBLIC DEBT 

‘The public debt reached a peak last February at $279,000; 
000,000. During the remainder of the calendar year, the debt 
was reduced by over $20,000,000,000 and stood near $259,000- 
000,000 at the end of December. Most of the securities retired 
were held by banks. This reduction was accomplished by draw 
ing down the Treasury cash balance to a level more in line with 
peacetime requirements. 
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We propose to continue the sale of savings bonds. The pro- 
eeeds will be available to redeem marketable securities—partic- 
ularly those held by the banking system. It is important that 
every citizen in a position to do so help to maintain a sound 
economic situation by purchasing and holding United States 





savings bonds. 

The annual interest charge of about $5.000.000,000 is less 
than 3 per cent of our current national income. It is well within 
our capacity to pay, particularly if we keep up a high volume 
of national production. The best method of keeping down the 
burden of the debt is to maintain prosperity. A single year of 


depression can lay more burdens on the people than many years 
of gradual debt reduction can relieve. 

Our debt-management policy is designed to hold interest rates 
at the present low level and to prevent undue fluctuations in the 
bond market. This policy has eased the financial problems of re- 
conversion for both business and Government. The stability of 
the Government bond market has been a major factor in the 
business confidence which has been of such value in achieving 
full production. Low interest rates have also relieved the burden 
on the taxpay-r. The Treasury and the Federal Reserve System 
will continue their effective control of interest rates.’ 





OUTLINE FOR U.S. ECONOMIC POLICY 


SHORT-RANGE PROGRAM 
My short-range recommendations have long-range signifi- 
cance as well. But they merit immediate attention from the 
Congress and from the people as a whole because of their 
influence upon economic conditions in 1947. 


1]. PRICES AND WAGES 

Removal of emergency price and wage controls has restored 
the main responsibility for prices and wages to business, labor, 
farmers, and consumers. The Government can point out 
dangers seen from the perspective of the whole economy, but 
the correctives must largely be applied by others. 

Business should reduce prices wherever possible in order to 
bring about the necessary increase in consumer purchasing 
power to bolster their markets. Price reductions are especially 
needed in the case of goods such as many articles of food, 
clothing, housefurnishings, and building materials. whose prices 
have risen out of line. If business makes these reductions in a 
timely and orderly way, it will help sustain markets rather 
than destroy them. 

Farmers must realize that last year’s exceptional farm 
prices will fall somewhat as world food supplies increase and 
as consumers find a more ample supply of durable goods to 
purchase. Existing price supports afford protection against a 
severe price decline. 

Labor, on its part, must recognize that high volume at low 
costs and low prices requires high productivity and the absence 
of restrictions on production. For its own advantage as well as 
that of the country at large, labor should refrain from demands 
for excessive wage increases that would require price increases 
or would prevent price reductions that are necessary to sell the 
capacity output of the product. 

Management in turn should recognize that increased pro- 
ductivity permits wage increases in some cases as well as 
price reductions; and that need to be 
raised where they have lagged substantially behind the in- 
crease in living costs in the past few years or where they 
are substandard. 

But just as there can be no universal or uniform rule to 
govern price reductions, so there can be no uniform rule relating 
to wages. Both price adjustments and wage adjustments are 
necessary in the ensuing months. Wage adjustments, like price 
adjustments, need to be made with a discriminating regard for 
individual situations throughout the economy. 

The Government can help in several ways to maintain a 
balance between prices and wages. Procurement agencies will 
avoid policies that stimulate price increases or prevent reduc- 
tions. Disposal of surplus goods will be speeded. The antitrust 
laws will be applied vigorously to prevent and eliminate re- 
strictive practices and pricing abuses. 

The Congress should take steps at once to extend rent control 
beyond next June. A large increase in rents would substantially 
reduce consumer purchasing power. 

On the wage side, the Congress should extend the coverage of 
the Fair Labor Standards Act to classes of workers in interstate 
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wages and_ salaries 


commerce now excluded, and should raise the minimum wage in 
view of the substantial rise in the cost of living and in the 
national production since it was enacted. 


2. SOCIAL SECURITY 

I shall treat generally of the social-security program in a 
subsequent section dealing with long-range proposals and rec- 
ommendations. In view of current economic trends, however, 
certain action is desirable at once. I urge the Congress to take 
immediate steps to revise benefit payments under the social- 
security system. The Congress has already authorized a tem- 
porary increase in public-assistance benefits. This legislation 
expires by the end of this vear and new legislative action is 
Benefits under the old-age and survivors’ insurance 
system should also be adjusted. These measures are necessary 
to alleviate real hardship which has been aggravated by increases 
in the cost of living. Beyond that, adequate social-security 
benefit payments provide a desirable support to mass purchasing 
power. 


required. 


3. HOUSING 

More than a million additional housing units need to be 
started in 1947. This goal will not only furnish badly needed 
shelter to our veterans and other citizens, but will result in a 
sizable contribution of the housing industry toward employ- 
ment and purchasing power. At the lowest cost levels foresee- 
able this year, 1,000,000 additional housing units will approxi- 
mate an investment of $6,000.000.000 during 1947. 

As shortages of materials and man power disappear, the main 
threat to a high volume of housing is the high level of current 
housing prices relative to the volume of consumer income. 

To reduce the cost of housing on all fronts and by all desir- 
able methods, we must start as promptly as possible a long- 
range housing program. Such a program can stimulate large 
investments in land acquisition and preparation for develop- 
ment. It can start the flow of new types of private investment 
into. housing ventures. It can bring the traditional home- 
building industry into rental housing as well. 

No subject has received more protracted study by the Con- 
gress leading to more uniform conclusions. Nonpartisan housing 
legislation was introduced in the 79th Congress and passed the 
Senate by a large majority. 

On several occasions, I have urged enactment of this program 
which was developed within the Congress itself. I again urge 
enactment of this program at the earliest possible moment. 


4. TAXATION 

Expert and lay opinion is in agreement on the rule of sound 
public finance that calls for a surplus in Government revenues 
over expenditures while employment is high and the total of 
income is large. In the present economic situation, it is clear 
that it would be unsound fiscal policy to reduce taxes. 

Everyone is agreed that the tax burden is great and should 
be reduced as soon as possible. When reductions come, it will be 
important that they be fairly and equitably distributed, that 
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they contribute to the maintenance of purchasing power by 
reducing the burden on the mass of consumers, and that they 
help provide the work and business incentives essential for a 
high level of production. There are various ways of accom- 
plishing these objectives of tax policy and of making an equi- 
table reduction of taxes fairly distributed over all levels of 
income. These problems should receive careful study so that 
we are adequately prepared for wise action when the time comes. 


5. LABOR-MANAGEMENT RELATIONS 

I have transmitted to the Congress, in my state of the union 
message, recommendations covering the broad field of labor- 
management relations, and need not dwell further on them here. 

It is important, however, to emphasize once more, in relation 
to our goal of a permanent high-production, high-employment 
economy, the key responsibility that both management and 
labor have in helping to achieve this goal. Sound collective 
bargaining is essential. 

In order to build an enduring prosperity for ourselves and 
our children, we must and we shall solve the problem of making 
necessary adjustments in wages and working conditions without 
round after round of crippling and futile halts in production. 


LONG-RANGE PROGRAM 

The war has left us a tremendously increased productive 
potential, and further increases are in store. In order to keep 
our expanding economic activity in line with our growing 
capacities, the extraordinary postwar demand that we enjoy 
today must be transformed into sustained demand of an ex- 
panding peacetime economy. 

Elimination of wartime controls does not mean that we want 
to go back to the size of economy we had before the war. The 
possibilities and requirements of a sustained $200,000,000,000 
economy differ from those of an unstable $100,000,000,000 
economy. 

A variety of measures will be needed to fortify the basic 
structure of the American economy before the transformation 
from war and reconversion to a high-consumption peacetime 
economy is completed. We are still at the threshold in formu- 
lating a program of consistent policies designed to give business, 
agriculture and labor the opportunities which are envisaged in 
the Employment Act. 

A long-range program designed to strengthen the structure 
of the American economy should include policies toward: 

1. Efficient utilization of the labor force; 
2. Maximum utilization of productive resources; 
3. Encouragement of free competitive enterprise; 
4. Promoting welfare, health and security; 
5. Co-operation in international economic relations; 
6. Combating economic fluctuations. 


1. EFFICIENT UTILIZATION OF THE LABOR FORCE 

The nation’s labor force is its greatest productive asset. 
Prudent use of our human resources requires a working popu- 
lation not only large and well trained, but enjoying high 
American standards of health, education, security, and_per- 
sonal and political freedom. 

We must develop and utilize fully the skills of our labor 
force. We must improve productive efficiency through indus- 
trial training and counseling focused on employment oppor- 
tunities in various occupations, industries, and localities. I am 
directing the federal agencies concerned to initiate a study of 
these programs, in co-operation with State and local authorities, 
in order to improve such traiming and services and to remedy 
inconsistencies and gaps. 

The return of the Employment Service to State administration 
should not result in its disintegration into 48 disconnected pieces, 
nor in the subordination of the placement service to unemploy- 
ment insurance. An efficient placement service requires uniform 
minimum standards and en integrated interstate system for 
disseminating job information and placing workers across State 
lines. 


66 


We must end discrimination in empivyment or wages against 
certain classes of workers regardless of their individual abilities, 
Discrimination against certain racial and_ religious groups, 
against workers in late middle age, and against women, not 
only is repugnant to the principles of our democracy, but often 
creates artificial “labor shortages” in the midst of labor 
surplus. Employers and unions both need to re-examine and 
revise practices resulting in discrimination. I recommend that, 
at this session, the Congress provide permanent federal legis. 
lation dealing with this problem. 


2. MAXIMUM UTILIZATION OF PRODUCTIVE RESOURCES 

In our free-enterprise system, we rely mainly upon private 
initiative to expand the productive base of the economy. Ou 
productive capacity has grown not only through tech. 
nological developments, but also through a steady strean 
of additions to plant and equipment. Output per man-how 
has increased on the average some 3 per cent per year over the 
decades. 

The whole history of America indicates that this progress 
can be entrusted mainly to the initiative and inventivenes 
within our business system. But we do need nation-wide cop. 
certed action to remove the fear that demand will periodicalh 
be inadequate to absorb maximum production. This is wha 
puts brakes upon inventiveness and _ initiative. 

Even in times of prosperity, aside from war, a substantia 
portion of our productive facilities has been idle. Recurrey 
depressions have brought paralysis to as much as one third 0 
even one half of our plants and machines. 

While the Government has a function in the encouragemen' 
of new industries and the development and dissemination 0 
research, the greatest incentive that the Government can pr. 
vide for business productivity is through helping to preven 
depressions. If production incentives are adequate, business wil 
expand without hesitancy when markets for its products are 
reasonably assured through a successful nation-wide progran 
for continuous maximum employment, production, and_pur- 
chasing power. 

Agriculture.—The soil is one of the most valuable economi 
assets of the nation. Most effective utilization and conservation 
of this resource should be an important aim of the agricultural 
program of the Government. 

We have experienced amazing technological progress in agri- 
culture and further progress is to be expected. This progres 
necessitates adjustments in farming, adjustments in the process 
ing and manufacture of foods and clothing, and in the proces 
of distribution. 

American agriculture suffered a severe depression in. the 
years following the first World War. This situation was general; 
recognized by all groups. It resulted in large-scale governmental 
programs to help the farmer get incomes more nearly in line 
with the incomes of other groups. 

The long-range agricultural policy of the Government shoul 
be aimed at preserving the family-sized farm and _ preventing 
another agricultural depression as we go through the readjust- 
ments following the second World War. It should help to se 
that farmers’ incomes do not fall below those earned by othe 
comparable productive groups. This should involve the least 
possible interference in the management of actual farming oper 
ations. It should be accomplished without use of subsidies s 
far as feasible. We should seek to make it possible for farmers 
to earn good incomes through their own efforts. 

Above all, the long-range agricultural policy of the Gover: 
ment should be based upon the principle of plenty and not upo 
the encouragement of scarcity. The term “maximum production’ 
in the Employment Act applies to the farm as well as to the 
factory. This basic policy is inconsistent with a policy of pro 
duction restriction, though we must take a realistic view of the 
proportion that agriculture as a whole bears to the econom 
and also of the relative amount of effort devoted to the sever 
lines of production. Our domestic capacity to absorb the prot: 
ucts of our farms—farmers are encouraged to turn their pre 
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ductive efforts in the mght directions—will be enormous as 
we get nearer to solving the problems of sustained employ- 
ment and high purchasing power. How much of an export 
surplus from the United States the markets of the world 
will be able to absorb will depend in part on our interna- 
tional economic policies, notably as to industrial imports and 
overseas investments. 

Agricultural production increased more than 30 per cent 
during the war. Technological improvements in farming and 
in food distribution would make it possible not only to con- 
tinue this high rate of production, but also to increase it sub- 
stantially during the next few years. 

The high rate of agricultural production during and since 
the war has been supported by unusually high rates of food 
and fiber consumption. For the satisfactory solution of our 
agricultural problems during the next several years it is es- 
sential that we maintain these high rates of consumption, or 
even increase them. This is desirable not only from the farm- 
er’s point of view, but from the point of view of American diets 
and standards of living. 

The Congress has recently authorized a permanent school- 
lunch program in co-operation with the States. I hope this 
program will be expanded until we are sure that every American 
school child gets an adequate diet. In addition, we should study 
carefully the possible need for food and nutrition programs to 
reach low-income families. 

The Congress also recently authorized a broad and strength- 
ened program to improve the marketing and distribution of 
farm products. This includes the strengthening of research and 
educational work, as well as the improvement of the various 
marketing services performed by the Government. We shall 
need to give increasing emphasis to marketing during the next 
few years. Better marketing can go a long way toward main- 
taining adequate rates of consumption, with benefit to farmers 
and the public alike. 

We must honor the Government’s commitment to support 
farm-product prices during the period of readjustment to a 
stabilized peacetime basis. However, experience within the past 
year has demonstrated, on a small scale, some of the dangers 
that may result from holding the support level for any com- 
modity too high. This only leads to maladjustments within 
agriculture, to the wastage of food, and to unnecessarily large 
Government expense. 

The Government’s long-range program to support farm 
incomes at reasonable levels must be kept flexible. It should 
be designed to encourage adjustments of production in line 
with the capacity of markets to take products at a price re- 
munerative to efficient farming. It should promote well-man- 
aged use of our vast resources of farm land, machinery, and 
agricultural labor in such ways as to be profitable to farmers 
and of maximum benefit to the public as a whole. 

The standard of living on farms depends on more than the 
amount of money income received by farmers. Farm com- 
munities have never received comparable treatment with cities 
in such matters as education, housing, medical care, health, 
nutrition, and social security. Federal and State programs in 
these fields should give increasing attention to the needs of 
rural areas. 

Regional development.—Wide regions of this country still 
hold the promise of tremendous economic development. The 
Government should examine particularly the contribution it 
can make toward this development by stimulating production 
and distribution of low-cost hydroelectric energy, by developing 
flood control and navigation, by improving roads, by enforcing 
fair competitive rates of transportation, by removing barriers 
to truck transportation, by land drainage and irrigation projects. 
We need to rebuild croplands, grazing areas, and forests. 
Future programs of resource and industrial development should 
be prepared so that we can move ahead rapidly at the appro- 
priate time. 

Even under today’s full-employment conditions, there are a 
few chronically depressed areas, and some areas left stranded 
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by the end of the war. These problem areas were created by 
the interplay of nation-wide forces, and our Government has 
the responsibility of assisting these communities in developing 
ways and means of improving their positions. The Council of 
Economic Advisers will give particular attention to these 
problems. 

Federal-aid programs.—The Federal Government is engaged 
in several programs of grants-in-aid to State and local govern- 
ments involving large amounts of money. Further programs are 
planned. These programs, particularly those related to health 
and education, public works, and road and airport construction, 
contribute greatly toward bringing all sections of the country 
up to the levels of productivity consistent with American stand- 
ards of living. 

I have asked the Council of Economic Advisers to co-operate 
with the Bureau of the Budget and other federal agencies con- 
cerned, and with State and local advisory committees, to under- 
take a study of federal grants to State and local governments 
to determine to what extent revised standards for the distribu- 
tion of these grants may take into account more fully the needs 
for support that exist in various parts of the country. 

Public works.—Aggregate expenditures for public works are 
large. They obviously have a considerable effect upon the whole 
economy. Further, since many public-works projects are not re- 
lated to the daily problems of business operations nor to the 
daily needs of consumers, they are subject to adjustment in 
their time of commencement and their rate of progress. This 
had led, particularly in recent years, to an overemphasis upon 
the prospects of stabilizing our whole economy through the bold 
use of public works. 

There are valid reasons why public works cannot accomplish 
as much toward stabilization as some have supposed. In the 
event of severe unemployment, they cannot be generated in 
sufficient volume to avoid supplementation by other means. In 
a period of mild recession, they cannot be generated on time to 
be fully effective. If the tempo of the public-works program is 
geared to some business index, the reserves accumulated for 
emergency use may be used after they are needed and they 
then become inflationary rather than stabilizing. Even if 
advance preparations are made through the completion of 
plans, the acquisition of sites, and the accumulation of 
funds, there will -be an inevitable time lag between calling 
the emergency program into operation and the employment 
of men on the job. 

These comments are substantiated by experience. The chief 
lesson to be learned is that no one device constitutes an ade- 
quate safeguard against recession or an adequate fighting appa- 
ratus against depression. All useful devices need to be thought 
throug in advance and blended into a consistent program. 

Instead of regarding public works as the first and foremost 
device to restore our whole economy when it sags. we should 
attempt fo stabilize public-works construction according to our 
long-term needs. Increasing regularization of public-works ex- 
penditures at all levels of governmental activity over a long 
period will offer an assurance of a demand for capital, of a 
market for materials and equipment, and of a field for employ- 
ment which will assist in stabilizing that segment of the busi- 
ness world. This approach to public works will have the further 
advantage of appraising their size and character in terms of our 
total national needs. 

This policy by no means forestalls the expansion of public 
works as a sustaining factor if recessions or depressions should 
unfortunately develop despite our best efforts to avoid them. 
The very procedure necessary for long-term regularized ex- 
penditure will pave the way for more effective emergency use 
than in the past. 

Research and patents.—The United States will this year in- 
vest more thau $1,C00,000,006 in research. In order to protect 
national security and the development of the domestic economy, 
I have established by executive order a Presidential Research 
Board to survey federal resca ch and development programs. 
The continuance of a research ».:ogram of large magnitude for 
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many years to come, together with the fact that many of the 
inventions resulting from it will be patentable, calls for action 
to protect the public interest in inventions and discoveries re- 
sulting from expenditures of public funds. I hope that suitable 
legislation for a uniform patent policy will be enacted by the 
Congress at this session. 


3. ENCOURAGEMENT OF FREE COMPETITIVE ENTERPRISE 

It is imperative that there be no restrictions on free competi- 
tion resulting in curtailment of production and employment, or 
in maintenance of high prices, or in interference with freedom to 
invest funds, or in hampering the entry of new firms to any line 
of production or trade, I recommend that the Congress review 
the studies made by the Temporary National Economic Com- 
mittee and by other congressional committees with a view 
toward supplementing or strengthening existing legislation in this 
field. Among the steps to be taken is the extension of Section 7 
of the Clayton Act to prohibit mergers by the acquisition of 
assets, as well as by the acquisition of stock control. 

Enforcement of existing antitrust laws.—The Antitrust Divi- 
sion of the Department of Justice and the Federal Trade Com- 
mission have both labored under inadequate appropriations. 
They should be better supplied with funds so that their activ- 
ities can be more closely integrated. Accordingly, I am recom- 
mending in the budget message increased appropriations for the 
control of monopolistic practices. 

Encouragement of small business.—The Government should 
take affirmative action to enlarge the opportunities for efficient 
and enterprising small businesses. 

I believe that the Government should study ways and means 
of facilitating the availability of long-term credit and equity 
capital to small and promising business enterprises. 

The Department of Commerce has developed, and will further 
develop, business-service programs providing businessmen with 
such information on markets and technical and commercial facts 
as only large establishments can provide by their own staffs. 

Consideration should be given to the impact which existing 
taxes have upon small and growing businesses. 


4, PROMOTING WELFARE, HEALTH, AND SECURITY 

There are certain programs of Government which have come 
to be looked upon as “welfare programs” in a narrow sense. 
This has placed them in an insulated compartment. They have 
not been sufficiently related to the needs of the economy as a 
whole. In fact, they are a part of the problem of maximum em- 
ployment, production, and purchasing power. 

The Employment Act presents the opportunity to abandon 
this insulation, and to put these programs back in the economic 
setting from which they must draw their sustenance. 

Unemployment insurance is designed to take care of the 
unemployed as a matter of right rather than of charity, but it 
also provides purchasing power as a cushion against recessions, 
and its tax features are economic significance. 
Retirement and pension systems exist to take care of workers 
who have given of their years in factory, field, or office. But 
these systems, both on the income and outgo side, have a 
profound effect upon volumes of purchasing power, and the 
retirement age needs to be adjusted to the size and composi- 
tion of our labor force and the trend of improved tech- 
nologies. Health insurance relates clearly to the efficiency 
of workers and thus to the productivity of industry and ag- 
riculture. And this is even more true of education, which 
must be reshaped continuously to meet the changing demands 
and job opportunities of the machine age 
of the atomic age. 

The total amounts of public outlays for these and other 
purposes need to be measured against the total size of our 
economy—its wealth and resources today, and the trends and 
policies which shape its future. Many of these programs have 
been born of a depression psychology. They have proceeded 
from the assumption that our enterprise system will necessarily 
fail to employ given numbers of people from time to time, and 
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that these other programs must be brought forward to prime 
the pump or fill in the gaps. Here, too, we need a restalement 
We should regard them rather as an inescapable obligation of 
an enlightened people, and we should expand them as oy 
resources permit. 

The relationship between these welfare programs and gerferg| 
economic conditions has been inadequately explored. Proposals 
for maximum employment, production, and purchasing power. 
and proposals traditionally regarded as being in the general. 
welfare area, should be integrated because they are interrelated 
Further studies will provide the basis for this integration, 

Public-health and education programs.—Among those whog 
income is less than the minimum necessary for a decent sub. 
sistence are those who cannot earn their living because 6 
physical unfitness or lack of educational training. 

A combination of public-health, nutrition, education, and 
regional-development programs would create additional jo} 
opportunities and supply workers fit to fill these jobs. Rela. 
tively small Government expenditures for health and education 
yield a high national dividend. It is more economical to prepare 
people to earn a decent living than to care for them through 
relief. 

The Federal Government is now spending a large amount 
of money for health and education programs for war veter. 
ans, but general expenditures in these fields are relatively 
small. I urge the Congress to give early consideration to 
expanded peacetime programs of public health, nutrition, 
and education. 

Social security.—Although maximum employment would 
protect wage earners generally from the effects of prolonged 
mass unemployment, the individual is still exposed to many 
hazards of economic insecurity. 

Our social-security program has not kept pace with the times, 
nor with our increase in general living standards. Many indi- 
viduals are not covered by the present provisions of the Act, 
and the benefit payments to those covered are inadequate 
under today’s conditions. 

I recommend that the Congress, co-operating with the States, 
take action that will lead to increasing the amount and duration 
of unemployment benefits. Present unemployment reserve 
funds are ample to support such increases. 

I recommend that the Congress amend the social-security 
laws to extend the benefits of old-age and survivors’ insurance 
to the occupational groups now excluded, and to include under 
unemployment compensation the employes of all establishments, 
regardless of size, in the industries now covered by the Unem- 
ployment Compensation Tax Act. In expanding general social 
security, the Congress should not overlook the railway workers, 
whose protection is under separate laws. 

While we compensate workers for loss of wages due to unem- 
ployment arising from lack of work opportunities, we do not 
insure them against the risks of loss of earnings from temporary 
or permanent disability, nor against the costs of medical care. 
This represents not only a heavy loss for the individual but a 
great waste of productive man power. 

There is an urgent need to spread the risks arising from sick- 
ness and disability by insuring workers against the loss of income 
and by providing, through social insurance, ready access to e 
sential preventive and curative medical services. I have, in 4 
previous message, presented recommendations for a program 0! 
medical care and disability benefits. I urge early consideration 
of this program. 

Our present social-insurance system is financed by employe 
and employer contributions. We must recognize, however, that 
the employes’ contributions and the employers’ pay-roll tas 
curtail mass purchasing power and increase businessmen’s costs 
From an economic point of view, it would be desirable to finance 
a part of the social-security system out of the general budget 
Therefore, I propose that the Congress, in working out a system 
of financing an expanded social-security program, give full con- 
sideration to the economic as well as the social import 0 
various methods of taxation for this purpose. 
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5, CO-OPERATION IN INTERNATIONAL 
ECONOMIC RELATIONS 

While most of this report has necessarily been devoted to the 
domestic aspects of employment, production, and purchasing 
power, we must bear in mind that we are part of a world 


> economy. Our sales of goods and services abroad, amounting to 


about $15.000,000,000 in 1946, played an important role in the 
maintenance of domestic production, employment, and_pur- 
chasing power and may be expected to do so this year. Such a 
high level of exports reflects in large part the war destruction of 
productiy « capacity in other countries. If we are to maintain a 
well-balanced prosperity over a long period, our foreign trade 


> must be established on a more permanent basis. 


In the long run we can sell to other countries only if we 
are Willing to buy from them, or to invest our funds abroad. 

Both foreign trade and foreign investment are vital to main- 
taining a ynamic economy in this country. 

The shortages we have suffered during the war and are 
even now experiencing have proved to us our need for foreign 
imports. We will continue to need imports not only to add rich- 
ness and variety to our standard of living but also as a means 
of conserving strategic materials. We do not have to fear so- 
called foreign competition when we have maximum production, 
employment, and purchasing power. We must not, of course, in- 
dulge in indiscriminate reduction of barriers to imports. Such 
a policy is not contemplated. 

For a few years we cannot expect to buy as much from 
abroad as other countries buy from us. We will find it profitable 
to invest a part of our savings in developing the world’s pro- 
ductive resources through sound loans and investments of 
equity capital abroad. This is important not only in the first 
instance as an immediate outlet for our goods and services, the 
supply of which will be increasing in the coming years, but also 
as a means of permanently increasing foreign markets for our 
farmers and businessmen. The quickest demonstration of this 
can be seen by the fact that nations that are industrialized are 
our best customers. 

Many countries fear economic depression in the United 
States as a threat to their own stability. If faced with the 
alternatives of smaller trade and economic insulation on the 
one hand or close relations with an unstable American economy 
on the other, many might prefer some insulation as the lesser 
evil, 

In preference to either of these alternatives, these countries 
would choose closer relations with a stable American economy 
operating at high levels. They have already begun to co-operate 
toward achieving these related goals: economic stability and 
expansion of world trade. The International Monetary Fund, 
designed to stabilize exchange rates, and the International Bank 
for Reconstruction and Development, set up to facilitate the 
international flow of capital, have already started to operate. 
At our initiative, experts of 18 important governments recently 
worked out a tentative charter for an International Trade 


| Organization. This charter embodies principles of commercial 


conduct designed to enlarge the beneficial flow of world trade, 
to reinforce the domestic employment and development pro- 


grams of the co-operating governments and, by intergovern- 
mental commodity agreements, to remove the depressing effects 
of burdensome world surpluses. This charter represents the 
first major effort in the field of trade to replace unilateral action 
—which often injured other countries and provoked retaliation— 
by co-operation, and joint action under a set of common prin- 
ciples. Continued progress in the formation of the International 
Trade Organization represents the most important step that 
we can take to re-establish a high volume of foreign trade on 
a sound basis. 

The willingness of many other countries to enter the pro- 
posed trade organization will depend to a great extent on our 
attitude in connection with the reciprocal tariff negotiations 
scheduled for this year. In return for our own tariff conces- 
sions, we can hope to secure not only reduction of foreign 


tariffs and discriminations but also elimination of a mass 
of restrictions, in particular, rigid import quotas prevent- 


ing our access to foreign markets. Thus we should press 
forward with our program to secure the reciprocal reduction of 
trade barriers. 

If we fail to do our part in putting international economic 
relations on a healthier basis, it is quite likely that some other 
countries will feel compelled to increase their own controls. 
Such a development would tend to break the world into trading 
blocs and could have profound effects upon world politics and 
the prospects for creating an enduring peace. 


6. COMBATING ECONOMIC FLUCTUATIONS 

Only by blending all practicable programs in wise propor- 
tions can we be successful in stabilizing our economy at the 
highest feasible levels. The long-range policies I have outlined 
are designed to strengthen the structure of the economy and to 
reinforce its resistance to economic fluctuations. 

The greater this power of resistance, the less need there will 
be for some of the limited and specialized stabilizing devices 
which have received much attention in recent years. 

I have directed the Council of Economic Advisers and the 
other appropriate Government agencies to make a continuing 
study of the stabilization devices that may become necessary 
and to recommend their being placed in operation in ample 
time to insure the anticipated effect. 

Among these devices are a well-integrated program of em- 
ployment stabilization; improvements in the process by which 
workers find jobs and employers find workers; improvements in 
the tax structure; wise management of the public debt; and a 
flexible credit policy. 

Continuing policy cannot be extemporized from month to 
month or even from year to year; most policies designed to 
increase the stability of the economy are of long-range character. 
Fortunately, we have time in which to plan deliberately and 
wisely, and in which to secure the co-operation of all our citi- 
zens in driving toward our common goal: an expanding economy 
of maximum production, employment, and purchasing power 
under a system of free competitive enterprise, with full recog- 
nition of the duties and responsibilities of forward-looking 


government. 





PRESIDENT’S PROPOSALS 


The year just past—like the year after the first World War— 
was marred by labor-management strife. 

Despite this outbreak of economic warfare in 1946, we are to- 
day producing goods and services in record volume. Neverthe- 
less, it is essential to improve the methods for reaching agree- 
ment between labor and management and to reduce the num- 
ber of strikes and lockouts. 

We must not, however, adopt punitive legislation. We must 
not, in order to punish a few labor leaders, pass vindictive laws 
which will restrict the proper rights of the rank and file of 
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FOR LABOR CONTROLS 


labor. We must not, under the stress of emotion, endanger our 
American freedoms by taking ill-considered action which will 
lead to results not anticipated or dvsired. 

We must remember, in reviewing the record of disputes in 
1946, that management shares with labor the responsibility for 
failure to reach agreements which would have averted strikes. 
For that reason, we must realize that industrial peace cannot be 
achieved merely by laws directed against labor unions. 

During the last decade and a half, we have established a na- 
tional labor policy in this country based upon free collective 
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bargaining as the process for determining wages and working 
conditions. 

This is still the national policy. 

It should continue to be the national policy. 

But, as yet, not all of us have learned what it means to 
bargain freely and fairly. Nor have all of us learned to carry 
the mutual responsibilities that accompany the right to bargain. 
There have been abuses and harmful practices which limit the 
effectiveness of our system of collective bargaining. Further- 
more, we have lacked sufficient governmental machinery to aid 
labor and management in resolving differences. 

Certain labor-management problems need attention at once 
and certain others, by reason of their complexity, need ex- 
haustive investigation and study. 

We should enact legislation to correct certain abuses and to 
provide additional governmental assistance in bargaining. But 
we should also concern ourselves with the basic causes of labor- 
management difficulties. 

In the light of these considerations, I propose to you and urge 
your co-operation in effecting the following four-point program 
to reduce industrial strife: 

Point number one is the early enactment of legislation to 
prevent certain unjustifiable practices. 

First, under this point, are jurisdictional strikes. In such 
strikes the public and the employer are innocent bystanders 
who are injured by a collision between rival unions. This type 
of dispute hurts production, industry, and the public—and labor 
itself. I consider jurisdictional strikes indefensible. 

The National Labor Relations Act provides procedures for 
determining which union represents the employes of a particu- 
lar employer. In some jurisdictional disputes, however, minor- 
ity unions strike to compel employers to deal with them despite 
a legal duty to bargain with the majority union. Strikes to com- 
pel an employer to violate the law are inexcusable. Legislation 
to prevent such strikes is clearly desirable. 

Another form of interunion disagreement is the jurisdictional 
strike involving the question of which labor union is entitled 
to perform a particular task. When rival unions are unable to 
settle such disputes themselves, provision must be made for 
peaceful and binding determination of the issues. 

A second unjustifiable practice is the secondary boycott, 
when used to further jurisdictional disputes or to compel em- 
ployers to violate the National Labor Relations Act. 

Not all secondary boycotts are unjustified. We must judge 
them on the basis of their objectives. For example, boycotts in- 
tended to protect wage rates and working conditions should 
be distinguished from those in furtherance of jurisdictional dis- 
putes. The structure of industry sometimes requires unions, as a 
matter of self-preservation, to extend the conflict beyond a 
particular employer. There should be no blanket prohibition 
against boycotts. The appropriate goal is legislation which 
prohibits secondary boycotts in pursuance of unjustifiable 
but does not impair the union’s right to preserve 
gains made in genuine collective 





objectives, 
its own existence and the 
bargaining. 

A third practice that should be corrected is the use of eco- 
nomic force, by either labor or management, to decide issues 
arising out of the interpretation of existing contracts. 

Collective-bargaining agreements, like other contracts, should 
be faithfully adhered to by both parties. In the most enlight- 
ened union-management relationships, disputes over the inter- 
pretation of contract terms are settled peacefully by negotiation 
or arbitration. Legislation should be enacted to provide machin- 
ery whereby unsettled disputes concerning the interpretation 
of an existing agreement may be referred by either party to 
final and binding arbitration. 

Point number two is the extension of the facilities within 
the Department of Labor for assisting collective bargaining. 

One of our difficulties in avoiding labor strife arises from a 
lack of order in the collective-bargaining process. The parties 
often do not have a clear understanding of their responsibility 
for settling disputes through their own negotiations. We con- 
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stantly see instances where labor or inanazement resorts to ecg. 
nomic force without exhausting the possibilities for agreemep 
through the bargaining process. Neither the parties ior the 
Government have a definite yardstick for determining whe, 
and how Government assistance should be invoked. {here ; 
need for integrated governmental machinery to provide the 
successive steps of mediation, voluntary arbitration, and— 
ultimately, in appropriate cases—ascertainment of thie facts 
of the dispute and the reporting of them to the public 
Such machinery would facilitate and expedite the seitlemen; 
of disputes. 

Point number three is the broadening of our program 
of social legislation to alleviate the causes of worker’ 
insecurity. 

On June 11, 1946, in my message vetoing the Case bil!. I made 
« comprehensive statement of my views concerning laior-map. 
agement relations. I said then, and I repez at now, that the soly. 
tion of labor-management difficulties is to be found not only 
in legislation dealing directly with labor relations, but also jn q 
program designed to remove the causes of insecurity felt by 
many workers in our industrial society. In this connection, fo; 
example, the Congress should consider the extension and broad. 
ening of our Social-Security system, better housing, a compre. 
hensive national health program, and provision for a fair mini. 
mum wage. 

Point number four is the appointment of a Temporary Join 
Commission to inquire into the entire field of labor-management 
relations. 

I recommend that the Congress provide for the appointment 
of a Temporary Joint Commission to undertake this broad 
study. 

The President, the Congress, and management and labor hay, 
a continuing responsibility to co-operate in seeking and finding 
the solution of these problems. I therefore recommend that thy 
Commission be composed as follows: Twelve to be chosen by 
the Congress from the members of both parties in the Hous 
and the Senate, and eight representing the public, management 
and labor, to be appointed by the President. 

The Commission should be charged with investigating an| 
making recommendations upon certain major subjects, amon 
others: 

First, the special and unique problem of nation-wide strike 
in vital industries affecting the public interest. In particular, th 
Commission should examine into the question of how to settk 
ak th neath strikes without endangering our general demo. 
Upan a proper solution of this problem may depend the whok 
industrial future of the United States. The paralyzing effects 0 
a nation-wide strike in such industries as transportation, coal 
oil, steel, or communications can result in national disaster. W 
have been able to avoid such disaster, in recent years, only )y 
the use of extraordinary war powers, All those powers will soo 
be gone. In their place =_— must be created an adequate sys 
tem and effective machinery in these vital fields. This probler 
will require careful study wads a bold approach, but an approa 
consistent with the preservation of the rights of our people, The 
need is pressing. The Commission should give this its earlies! 
attention. 

Second, the best methods and procedures for 
the collective bargaining process. This should include 
responsibilities of labor and management to negotiate freel 
and fairly with each other, and to refrain from strike 
or lockouts until all possibilities of negotiation have bee 
exhausted. 

Third, the underlying causes of labor-management dispute: 
Some of the subjects presented here for investigation involt 
long-range study. Others can be considered immediately by tle 
Commission and its recommendations can be submitted to th 
Congress in the near future. 

recommend that this Commission make its first report, it 
cluding specific legislative recommendations, not ater thé 
March 15, 1947. 
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Were you who are new readers sur- 
prised when the announcement came that General Marshall 
was to be Secretary of State? 


Regular readers of The United States News saw on the 
“Washington Whispers” page in the issues of 


De Cé mbe 4 ’ 1945 


“About a 50-50 prospect exists that General Marshall will be 
offered the job of Secretary of State if Jimmy Byrnes should find 
the going rough in the period ahead.” 


Vay cg 1946 


“President Truman has turned over in his mind the idea of elevat- 
ing Byrnes to the Chief Justiceship in order to open the way for 
the appointment of General of the Army Marshall to the Secre- 
taryship of State. The President has wanted General Marshall in 
the top foreign relations job for a long time, but has had no 
occasion to make the switch.” 


“General of the Army George C. Marshall still is in line for the 
job of Secretary of State if Mr. Byrnes’s health should force him 
to resign later on. Mr. Byrnes has been under a great strain.” 


(According to a White House announcement last week, General Marshall before going 
to China in December 1945 had an understanding with the President that if Mr. Byrnes 
resigned, the post would go to General Marshall.) 
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Washington Whispers— 


Reg. U.S. Pat, Off. 
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Veto for a Cut in Income Taxes?... Army-Navy Men 
As Diplomats... Fading Prospect of Loan to China 


General of the Army George C. Mar- 
shall almost surely will be put for- 
ward by President Truman as his 
choice for the Democratic presidential 
nomination in 1948 if the President, 
by any chance, should decide not to 
seek re-election. 


x k *& 


General of the Army Dwight D. 
Eisenhower fades from the picture 
as a possible 1948 presidential nomi- 
nee of the Democratic Party now that 
General Marshall moves into the 
No. 2 position in the Government 
hierarchy. 


K ok of 


Generals and admirals from the pro- 
fessional military service are be- 
coming so dominant in shaping U. S. 
diplomatic policy that the profes- 
sional diplomats are disturbed. Ad- 
mirai William D. Leahy, Chief of 
Staff to the President, is a key man on 
foreign pvlicy at the White House. 
General Marshall, as Secretary of 
State, will have Maj. Gen. John H. 
Hilldring as Assistant Secretary, 
Lieut. Gen. Walter Bedell Smith as 
Ambassador to Russia, Lieut. Gen. 
Lucius D. Clay as No. 1 man in Ger- 
many, General Mark W. Clark as 
No. 1 man in shaping Austrian treaty 
policy. 


xk 


General of the Army Douglas Mac- 
Arthur, as U.S. commander in Japan, 
is likely to find his style cramped a bit 
with General Marshall as Secretary 
of State. General MacArthur has 
managed to dominate Japanese pol- 
icy, but General Marshall is experi- 
enced in getting along with the com- 
mander in Japan. 


x tak 


President Truman is maneuvering 
himself into a position where he may 
have to veto any bill for a reduction in 
income taxes that the Republicans 
send to the White House. The Presi- 
dent thinks a cut would be unwise at 
present and that he can make political 
capital by arguing that it would help 
upper-income groups more than the 
masses. 
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Edwin G. Nourse and the Presi- 
dent’s Council of Economic Advisers, 
which he heads, are warning again 
that there is the prospect of a sub- 
stantial business setback. 


xk *k * 


Bernard M. Baruch, retiring as U.S. 
representative on the United Nations 
commission that seeks a basis for con- 
trol of atomic energy, could have had 
a job as White House adviser on eco- 
nomic problems, but preferred not to 
undertake a new assignment. Mr. 
Baruch’s atom plan fixes an outline 
for U.S. policy that will be difficult 
to modify without running into a 
strong backfire in Congress. 


xk * 


Senatur-elect Theodore G. Bilbo, of 
Mississippi, faced with a big Senate 
majority prepared to deny him a seat, 
is not expected by his friends to try 
again to enter the Senate. 


xk kk 


Clinton P. Anderson, Secretary of Ag- 
riculture, is getting set to tell the Re- 
publican Congress that it will need to 
agree to a plan to pour money out like 
water to support farm prices within 
the next 12 months, unless it is pre- 
pared to accept a return of New Deal 
controls for agriculture. Price sup- 
ports can cost billions of dollars in the 
next two years if U.S. fulfills its guar- 
antee to farmers. 


0 


Francis H. Case, Representative from 
South Dakota and author of the orig- 
inal Case bill to regulate labor unions, 
is to become known as the author of 
the first actual law to limit the power 
given to labor leaders by the New 
Deal. He apparently is to edge out 
Senators Joseph H. Ball, Robert A. 
Taft and H. Alexander Smith, with the 
new law to be popularly known as the 
Case Act rather than the Ball-Taft- 
Smith Act. 


x 6 * 


Senator Robert A. Taft, chairman of 
the Senate Labor Committee, has 
shaped his committee with six mem- 








bers regarded as prolabor, six regard. 
ed as antilabor and himself as sywj 
man. Senator Taft, as a result, is ig 
position to decide the details of any} 
new law or laws that will restrict the 
power of unions. 


kk 


The President’s budget for the Gov. 
ernment’s fiscal year that ends nexf! 
June 30 is very heavily padded with 
international finance that does not 
represent dollars actually paid out, 
but rather dollars that might poten. 
tially be used as loans, a large portion 
of which may be paid back. 
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A $500,000,000 loan that U.S. was 
ready to grant to the Chinese Goverm- 
ment, if it agreed to a basis for peace 
in China that this country sponsored, 
now is not to be extended. Prospectis, 
too, that remaining U. S. troops in the 
interior of China are to be withdrawn 
before long. 


xkx*«* 


Josef Stalin, Russia’s leader, inadver- 
tently tipped off U.S. scientists not 
long ago that the Russians are havin{ 
great difficulty trying to solve the 
secret of atom-bomb manufacture, 
Russian industry apparently is lag. 
ging in its efforts to make bombs. A 
U.S. expenditure of $400,000,000 on 
atomic development in the next fiscal 
year is likely to be only a fractiond 
the Russian expenditure. 


xk 


American newspapermen going to 
Moscow for the March meeting a 
foreign ministers are to find that theif 
dispatches are subject to censorship 
if they wander from subjects strictly 
related to the work of the conference NEV 


x *k 


U.S. military plan to supply surplt 
U.S. arms to Latin-American natie 
now is about dead, because of dé 
in approval by Congress. Surplus ai 
craft were principally in demand, af 
the surplus military aircraft have 
teriorated to the point of uselessné 
in recent months. 
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